Retirement taxes rarely behave like a single bill you can pay once a year. They show up in layers, tied to how your
income flows through the tax system, how your retirement accounts are structured, and how the rules treat
withdrawals, gains, and benefits. Two retirees can have the same lifestyle and the same savings balance and still

end up with very different tax outcomes, mostly because the timing and character of income changes the math.

Over the years, | have watched clients focus on what sounds controllable, like “Should | move to a Roth?” or “Do |
need to take a required withdrawal?” Those are real levers. But the bigger picture is that your tax burden in
retirement is a product of sequencing and classification: ordinary income versus qualified dividends, withdrawals
taxed like salary versus gains taxed like investments, and taxable income that interacts with credits, deduction

limits, and the taxation of Social Security.

Below is how the system works, then the strategies that most often help people keep more of their money.

The moving parts that drive retirement taxes

Taxes in retirement come from several buckets, and each bucket has its own rules.

Taxable withdrawals from retirement accounts

Distributions from traditional IRAs and most employer plans (401(k), 403(b), etc.) Are generally taxed as ordinary
income when you withdraw them. That means they increase your adjusted gross income and then flow into your

marginal tax bracket.

Roth IRA withdrawals are different. Qualified Roth distributions are typically tax-free, including earnings, as long as
the Roth is old enough and the withdrawal meets the qualification rules. Employer Roth 401(k) plans have their
own qualification details, but the broad idea holds: qualified withdrawals are generally not taxable as ordinary

income.

The reason this matters is that a tax planner’'s job is often to reduce the number of dollars that land in the

ordinary-income bucket during your highest-tax years.

Investment income and capital gains

When you hold stocks and funds in a taxable brokerage account, you may generate dividends and realize capital
gains when you sell. Dividends can be qualified (often taxed at preferential rates) or ordinary (taxed at ordinary

rates). Capital gains can also be long-term or short-term depending on holding period.

In retirement, many people sell investments to fund spending. Those sales create capital gains that might be
manageable, or they might stack on top of retirement withdrawals and push you into higher brackets. Even if your
tax rates stay moderate, capital gains can still affect things like the taxation of Social Security and the benefit

phaseouts tied to higher income.

Social Security taxation

A large share of retiree tax complexity comes from Social Security being partially taxable for many people. The

trigger is based on “provisional income,” not simply your paycheck-like Social Security benefit.

Provisional income is essentially adjusted gross income plus nontaxable interest plus half of your Social Security
benefits. If provisional income clears certain thresholds, up to 85% of Social Security can become taxable. While

thresholds can change with inflation and law updates, the general structure is stable: for single filers, taxable



benefits often start around the mid-$20,000 provisional income range, and for married filing jointly around the

low-$30,000 range. Below those levels, many households owe little or nothing on Social Security.

This is one reason withdrawals can matter even when they feel “not that big.” A few thousand dollars more in

ordinary income can change whether Social Security is taxed, and that can dwarf the tax on the withdrawal itself.

Medicare premiums and income sensitivity

Even if you are not thinking about Medicare yet, it can be useful to remember that income can ripple into
healthcare costs. Higher modified adjusted gross income can trigger higher Medicare Part B and Part D premiums
for people above certain income thresholds. The exact thresholds and how they interact with retirement account
income can vary by the tax year, but the practical point is simple: your retirement income plan might need to

account for both tax and Medicare premium exposure.

The biggest lever: tax brackets and timing

Most tax retirement strategies in retirement come down to one idea: control what income you recognize in each

year.

Your federal income tax bracket is determined by taxable income, which depends on your total income
(withdrawals, gains, interest, wages if any), minus deductions. In retirement, many people see their income spike
during early years when they still have taxable withdrawals, maybe a spouse with wages, or large capital gains

from selling a business or moving assets.

Once you understand that bracket effect, you can plan your withdrawals to avoid the years where your marginal
rate is highest. For many households, that might mean taking more income in lower-rate years and less in higher-

rate years, or at least spreading withdrawals so the total sits in a predictable zone.

This is also where “sequence matters.” Taking a traditional IRA withdrawal early can raise taxable income for that
year and increase tax on other income. Waiting can push taxable income into later years when required

distributions force larger withdrawals.

Required minimum distributions (RMDs): the year the math changes

For traditional IRAs and most employer plans, required minimum distributions typically start after reaching a
certain age. The exact age depends on current law, and it has changed over time. Rather than memorize a single

number, the practical advice is to know two things well before you retire:

1. When your RMDs will start for your accounts.

2. How RMDs will likely grow based on your account balances and life expectancy assumptions.
RMDs act like an automatic income engine. They can push you into higher tax brackets and, as a side effect,
increase provisional income and potentially make more Social Security taxable. If you already have a pension,

investment income, or part-time work, RMDs can become the final piece that tips your household into a less

favorable zone.

Many tax strategies are essentially attempts to change your trajectory before RMDs begin, so that when the

distributions start, there is less to distribute, or the taxable portion is easier to absorb.

Roth conversions: paying tax now to reduce taxes later


https://www.washingtonpost.com/newssearch/?query=retirement

A Roth conversion is one of the most common retirement tax strategies because it converts taxable retirement
assets into potentially tax-free Roth assets. The trade-off is immediate: you usually pay ordinary income tax on the

converted amount in the year of conversion.

Whether Roth conversions help depends on your current tax rate relative to your expected future tax rate.

Conversions can be especially attractive when you are in a lower-income year, such as:

® The years between retirement and when RMDs begin
* Early retirement years before Social Security

® Years where you have temporary lower ordinary income because a pension has not started or part of your

savings is in a 0% bracket area

A key practical detail is that conversions are not an all-or-nothing decision. Many households plan conversions in
a "fill-the-bracket” manner, converting enough to use up space in a target bracket without pushing far into higher
rates. This is also where state taxes can matter. A conversion that stays manageable federally can still create a

significant state tax bill, depending on where you live.

A quick example

Imagine a couple with taxable income just under the top of the 22% federal bracket because one spouse retired
recently and the other is not yet collecting Social Security. They also have a traditional IRA. If they convert part of
the IRA to Roth, that converted amount adds to ordinary income. Done carefully, they may keep their total taxable

income inside the 22% bracket.

If they do not convert, RMDs later could force larger taxable withdrawals at higher bracket levels. In many real

cases, the couple’s “conversion window” ends once Social Security and larger RMDs begin.

There are also edge cases. Conversions can increase the taxation of Social Security, which can create a lagged cost.
They can also raise income enough to trigger Medicare premium surcharges for some households. Those
outcomes do not automatically mean “never convert.” They do mean you need to model more than just the

conversion tax.

Withdrawal sequencing: Roth, traditional, and taxable accounts in the
right order

Once retirement starts, you control which accounts you draw from each year. That choice determines which dollars

are taxed, which benefits are affected, and how capital gains stack with withdrawals.

A common pattern looks like this: if you can spend from Roth first, you might reduce ordinary income during early
years. If you need to sell investments for cash, consider whether you can locate capital gains timing and harvest
losses strategically. And if you do have traditional accounts, withdrawals may be planned to avoid pushing taxable

income into a higher bracket.

This is where many retirees feel “intuitive” outcomes without having the tax vocabulary. They sense that
withdrawals late in the year can have different effects than planned. They notice that choosing a different account

changes their tax bill, even when their lifestyle spending is identical.

An approach that often works, in plain English

You generally try to:



* Use tax-free or tax-efficient sources during years when ordinary-income sensitivity is high (like before Social

Security becomes taxable or before Medicare premium thresholds matter).
* Use taxable brokerage strategically, with attention to capital gains.

® Use traditional IRA and other ordinary-income accounts when your marginal rate is reasonable and you have

room in the tax brackets.

The exact order depends on account balances, whether you have pensions, how large your taxable income sources

are, and whether you plan to make Roth conversions.

Tax-loss harvesting and capital gains management in retirement

Many retirees assume that retirement investment tips once they stop working, taxes from investments are
small. That is often wrong. Sales still happen, and in retirement it is common to rebalance portfolios, fund large

purchases, or convert assets to cash.

Capital gains are particularly important when you are close to thresholds. Even small changes can shift your

household’s capital gains rate environment and can affect Social Security taxation.

Tax-loss harvesting in a taxable brokerage account can offset realized gains if you realize losses. It can also provide
limited ability to carry forward losses when losses exceed gains. This is not free money, but it is a form of tax

timing control.

There is a trade-off: harvesting can change your exposure to the market. If you replace an asset, you need to think
about staying aligned with your investment plan and avoiding wash sale pitfalls. The wash sale rule can matter

when you sell an investment at a loss and repurchase a substantially identical position.

When I've seen tax-loss harvesting work well, it is because the household already has a disciplined investing

approach, so replacing the position does not turn into an emotional decision.

Charitable giving as a tax lever, not just a feel-good move

Charitable strategies can be more than deductions. They can also be ways to manage income while aligning with

your values.

You might donate appreciated stock instead of cash. If you have taxable brokerage gains, gifting appreciated
shares can potentially reduce capital gains taxes and generate a charitable contribution, depending on your
circumstances and applicable deduction rules. This tends to be more valuable when your portfolio has built in

gains and you are in a bracket where itemizing deductions makes sense.

Another common approach is using donor-advised funds to bunch contributions in higher-income years. This can
be useful for retirees who do not want to itemize every year. It can also help when you have a planned large
expense year, a business liquidity event, or a Roth conversion year where you want to offset the tax impact with

charitable deductions.

The trade-off is that charitable planning often involves cash flow choices and timing. Donor-advised funds, for
example, typically involve contributions now, with grants spread later. That may or may not fit your personal

priorities.

State taxes and relocation: the tax bill doesn’t end at the federal line


https://www.fox5ny.com/news/study-states-most-people-working-past-retirement-age

Retirement taxes are not just about the IRS. State taxes can be a major driver of your net cost of withdrawing from

different accounts.

Some states tax retirement income more heavily than others, while others have partial or full exemptions for
certain benefits or retirement distributions. The same federal withdrawal can create very different state tax

outcomes depending on residency and the state’s treatment of IRA and pension income.

If you plan to move after retirement, treat residency timing as a real tax decision, not an administrative detail.
When you change states, you can end up with pro-rated obligations, and how the state taxes partial-year

residency can be unintuitive.

| often tell people to think about this in a spreadsheet, even if they use a tax professional. If you can estimate your

federal taxable income, your state should be possible to model with reasonable confidence.

Keeping more: a practical strategy checklist

Here is a short workflow that tends to produce clarity. It is not about chasing every possible tactic, it is about

building a plan you can actually follow.
1. List all predictable income sources by year: pensions, Social Security start date, IRA withdrawals, RMD timing,
and estimated taxable investment income
2. Decide how you want your early retirement years to look: do you expect lower income before Social Security,
or is it high immediately
3. Model at least two scenarios: “no Roth conversions” versus “targeted conversions in low-income years”
4. Check sensitivity to Social Security taxation by tracking provisional income, not just total income

5. Reassess once per year, because account balances and market returns change the results quickly

That last point is the one people skip. Tax planning is not a set-and-forget document. Small swings in dividends,

capital gains realizations, or portfolio changes can nudge you across thresholds.

Common mistakes that cost retirees real money
Most mistakes are not dramatic. They are small planning errors that compound over multiple years.

One big mistake is assuming that “I will be in a low bracket later, so I'll wait.” If your retirement includes pensions
plus investment income plus later RMDs, later can be higher than you think, especially if your taxable brokerage

account has large gains.

Another is making Roth conversions without modeling Social Security and Medicare premium effects. Conversions
can be perfectly reasonable, but the net benefit depends on whether extra ordinary income triggers higher

taxation of benefits or higher premiums.

A third mistake is ignoring asset location. If you hold bonds, high-yield funds, or tax-inefficient assets in a taxable
account, you may generate ordinary interest that increases taxable income. Holding tax-efficient assets in taxable

and tax-inefficient assets in retirement accounts can reduce the ongoing drag.

Finally, people sometimes withdraw from traditional accounts in a way that forces them to sell investments at
inconvenient times. If you can spend from Roth or other sources first, you may reduce the capital gains that would

otherwise stack on top of ordinary income.



Where the trade-offs show up: Roth conversions versus keeping
traditional assets

Roth conversions are powerful, but they are not automatically best. Here is how to weigh the trade-offs without

getting lost in slogans.

® Converting to Roth reduces future ordinary-income exposure, but it increases taxes now and may increase

taxes on Social Security and raise Medicare premiums

* Not converting preserves your ability to control income later, but RMDs and natural growth can force more

taxable withdrawals in later years

* Having more Roth assets can create flexibility, but paying conversion taxes reduces the amount of pre-tax
assets left to manage

To make the decision more concrete, it helps to think in “tax zones.” If you can convert while you are in a lower tax
zone, you often improve outcomes. If your conversion year pushes you into a high zone, it can be less attractive,

especially if it triggers multiple downstream costs.
Here is a simple comparison to keep in mind:

| Strategy | Main benefit | Main cost | Best fit | |---|---|---|---| | Targeted Roth conversions | Potentially lower future
taxable withdrawals | Higher current ordinary income tax | Early retirement years with room in brackets | | Delay
withdrawals in low-income years | Keeps taxable income down now | Risks higher taxation later with RMDs |
Predictable low income later and manageable RMDs | | Spend from Roth first | Reduced ordinary income | Uses up
Roth balances you cannot “reclaim” | Households with meaningful Roth balances | | Sell investments with planning |

Limits capital gains stacking | Requires discipline and ongoing tracking | Taxable brokerage with gains and losses |

The "how much can | convert” question: practical guidance

People often ask for an exact number, like “"How much should | convert?” In practice, the answer depends on the

year's income and what thresholds you are trying to avoid or use.

Most planning focuses on reaching a target level of taxable income, not a target conversion amount. You convert
enough to land in a favorable bracket, then stop if the conversion begins to create undesirable effects like higher

taxation of Social Security, higher Medicare premiums, or the next jump in marginal tax rate.

In some cases, partial years are even more complicated. If you have wages for part of the year, or if a pension
starts mid-year, your bracket situation shifts. Modeling becomes a monthly or at least mid-year estimate rather

than a single annual number.

If you want a rule of thumb that still respects the complexity, it is this: conversions should be sized based on where
your household sits in the bracket range and where it tends to land relative to sensitivity points. Those sensitivity

points include provisional income thresholds and any state tax considerations.

Retirement planning for widows, widowers, and uneven household
income

Household changes can dramatically reshape tax planning. When one spouse dies, filing status changes and

income sources can drop or shift. That can move you into different bracket terrain quickly.

Similarly, if one spouse has wages or self-employment income for a few extra years, the “low income window” may

not be low for the household. In those cases, Roth conversions and withdrawal sequencing strategies need to be



recalibrated. What looked like a perfect conversion year when both spouses were retired might turn into a less

favorable year with wages or additional income.

| have found that clients do best when they plan for flexibility rather than a single forecast. Use scenario planning:
what happens if one spouse retires earlier, if Social Security starts earlier, if investments recover quickly, or if a large

medical expense hits a year that would otherwise be tax-efficient.

Putting it all together with a realistic example
Consider a household with these rough characteristics:

® Both spouses retire at 62

They have a pension that begins later, at 65

They have traditional IRA assets large enough that RMDs could become meaningful later

They also have a taxable brokerage account with some embedded gains

Social Security is planned at 66 for one spouse and at 67 for the other

In year one of retirement, their ordinary income might be low. That year becomes a Roth conversion opportunity.
If they convert enough to keep taxable income within a controlled bracket, they pay tax at a manageable rate.

Their Social Security is not yet fully in play, so provisional income is less sensitive.

At 65, the pension begins and their ordinary income rises. They become more selective about additional taxable
income. They may shift strategy toward spending from Roth and directing capital gains sales into years where the

total stack keeps them efficient.

Later, when RMDs begin, the earlier conversions can help. There is less traditional IRA value to distribute, which
can reduce the pressure on brackets and provisional income. The result is often not “zero taxes,” but fewer taxes

and fewer years where everything becomes taxable at once.

That pattern is common: tax-efficient early decisions reduce forced taxable income later.

A final thought on “keeping more”

Retirement tax strategies work best when they are built around your real life, not around abstract tactics. The best
plan accounts for when your income starts, how much it is likely to be, which accounts hold which assets, and how

your household will react to market moves.

If you remember one principle, it is this: retirement taxes are a timing game. Your accounts do not just hold
money, they create a sequence of taxable events. When you manage the sequence with intention, you usually

keep more.

If you want, tell me a bit about your situation, even in rough terms: your account types (traditional IRA, Roth IRA,
401(k)), your age, when you expect Social Security and pensions to start, and whether you have a taxable

brokerage. | can outline the most likely high-impact strategies to model for your case.



