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Retirement account comparison
Based on 2018–2019 limits

Question/topic

Traditional IRA

Who can establish?

An individual who has earned income, or a
non-working spouse. Must be under age 70½.

Contribution eligibility

Contributions are permitted if the individual has not
reached age 70½ by the end of the contribution year.

Tax treatment of contribution

Deduction is available, but may be phased out
based on AGI if the individual (or spouse) is covered
by an employer retirement plan. Non-deductible
contributions are permitted.

Annual contribution limit: Employer

–

Annual contribution limit: Individual

100% of earned income up to $6,000
for 2019. Individuals 50 and older may
contribute up to $7,000 for 2019.

Are contributions mandatory?

No

When must the plan be established?

By tax-filing date for prior-year contribution.

When must contributions be made?

By tax-filing date for prior-year contribution.

Who directs investments?

Individual

Are mutual funds allowable investments?

Yes

Vesting

Full and immediate

Taxation of distributions

Distributions (deductible contributions and earnings)
taxable as ordinary income. If taken prior to age 59½,
a 10% additional federal tax will apply (exceptions
to additional federal tax may apply).

Required minimum distributions

Required minimum distributions must begin by April 1st
of year following the year individual turns age 70½.

Advantages

•
•
•

May reduce current taxable income
Earnings grow tax-deferred
Spouse not participating in an employer’s retirement
plan at work may make a full deductible contribution
even if the other spouse is participating in an employer’s
retirement plan, as long as combined AGI is $189,000
for 2018 (193,000 for 2019).

Investments are not insured by the FDIC or any other government agency; are not a deposit or other obligation of Legg Mason, Inc.,
or any depository institution; and are subject to investment risks, including loss of principal amount invested.
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Roth IRA2

401(k)

SEP

An individual who has earned income, or a nonworking spouse, even if over the age of 70½. No
contribution permitted if AGI is above certain limits.

Corporations, Subchapter S, Self-Employed,
Sole Proprietorships, Partnerships, Non-Profit.

Corporations, Subchapter S, Self-Employed,
Sole Proprietorships, Partnerships, Non-Profit
(not eligible for salary deferral).

Ability to contribute is phased out based on AGI.
Partial contribution is permitted if AGI is $120,000–
$135,000 (single for 2018) and $122,000–$137,000
(single for 2019), $189,000–$199,000 (married
filing jointly for 2018) and $193,000–$203,000
(married filing jointly for 2019). No contribution is
permitted if AGI is higher than indicated amounts.

One year of service with employer. At least
21 years of age. Employer may establish less
restrictive conditions.

Three years of service with employer (out of the
last five years). At least 21 years of age. At least
$600 annual compensation for 2019. Employer
may establish less restrictive conditions.

No deduction

Elective and employer contributions are
pre-tax and not subject to federal income
taxation until withdrawal.

Employer contributions are pre-tax and not subject
to federal income taxation until withdrawal.

–

Plan may provide matching or non-elective
contributions. Total contributions limited to
lesser of $55,000 for 2018 ($56,000 for 2019) or
25% of compensation up to $275,000 for 2018
($280,000 for 2019).

Lesser of $55,000 for 2018 ($56,000 for 2019),
or 25% of compensation/earned income up to
$275,000 for 2018 ($280,000 for 2019). If selfemployed, earned income must be reduced
to take contribution into account.

100% of earned income up to $6,000 for
2019. Individuals 50 and older may contribute
up to $7,000 for 2019. Ability to contribute
is phased out based on AGI.

100% of compensation of $18,500 for 2018
($19,000 for 2019). Individuals 50 and older
may contribute up to $24,500 for 2018
($25,000 for 2019).

Account can also accept annual Traditional
IRA contributions (but deductions subject
to phaseout based on AGI).

No

No

No

By tax-filing date for prior-year contribution.

By employer’s tax year end.

By employer’s tax-filing date, plus extensions.

By tax-filing date for prior-year contribution.

Employer: By employer’s tax-filing date,
plus extensions.
Individual: Payroll contributions are ongoing.

Employer: By employer’s
tax-filing date, plus extensions.
Individual: By tax-filing date
for prior-year contribution.

Individual

Employer/Trustee or Individual.

Individual

Yes

Subject to the discretion of Trustee.

Yes

Full and immediate

Employer contribution may be subject to
service-based vesting (cliff or graded). Payroll
contributions are fully and immediately vested.

Full and immediate

Distributions are tax-free and not subject to 10%
additional federal tax if IRA held for at least five years
and taken after age 59½. Distributions may be tax-free
in certain other circumstances as well. For premature
distributions, earnings are taxable as ordinary income
and subject to 10% additional federal tax. Post-age
59½ distributions taken before five years are not
subject to 10% additional federal tax, but subject
to federal income tax (other rules may apply).

Distributions taxable as ordinary income. If taken
after separation from service prior to age 55,
a 10% additional federal tax will generally apply
(exceptions to additional federal tax may apply).

Distributions taxable as ordinary income. If taken
prior to age 59½, a 10% additional federal tax will
generally apply (exceptions to 10% additional
federal tax may apply).

None, until death of IRA owner.

Required minimum distributions must begin by
April 1st of year following the year individual turns
age 70½. If over 70½ and still working, distributions
may be postponed until retirement.

Required minimum distributions must begin
by April 1st of year following the year individual
turns age 70½.

•
•
•
•
•

Earnings grow tax-deferred
Tax-free distributions available
Contributions (excluding earnings) may
be withdrawn tax-free and at any time
Earnings may be withdrawn tax-free
and after five years and age 59½
No age limit for contributor

•
•
•
•

Contributions deductible for employer
Funding responsibility primarily lies with employee
Payroll contribution reduces employee’s
taxable income
Flexibility in plan design; loans may be allowed

•
•
•
•

Simple to establish and maintain
No annual IRS filing requirements
Contributions deductible for employer
Earnings grow tax-deferred
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SIMPLE IRA

403(b)(7)

Employers with no more than 100 employees
who do not maintain another retirement plan.

Non-profit organizations exempt under
IRC 501(c)(3) (e.g., churches, hospitals, schools).

Individuals who earned $5,000 in compensation
in any two prior years and are expected to earn
$5,000 in current year. Employer may establish
less restrictive conditions.

Must be an employee of a 501(c)(3) organization.

Elective and employer contributions are pre-tax
and not subject to federal income taxation until
withdrawal.

Elective contributions are pre-tax and not subject
to federal income taxation until withdrawal.

Plan generally must provide either a dollar-fordollar match on payroll contributions up to 3%
of compensation or a non-elective contribution
equal to 2% of compensation up to $275,000
for 2018 ($280,000 for 2019).

–

100% of earned income up to $13,000 for
2019. Individuals 50 and older may contribute
up to $16,000 for 2019.

100% of compensation or $19,000 for 2019
($18,500 for 2018). Individuals 50 and older may
contribute up to $25,000 for 2019 ($24,500 for 2018).
Employees with at least 15 years of service may
be eligible to make additional contributions under
a separate catch-up rule.

Employer: Yes
Individual: No

No

October 1st for existing businesses. As soon
as administratively feasible for new businesses
established after October 1st.

By employer’s tax year end.

Employer: By employer’s tax-filing date,
plus extensions.
Individual: Payroll contributions are ongoing.

Payroll contributions are ongoing.

Individual

Individual

Yes

Yes

Full and immediate

Full and immediate

Distributions taxable as ordinary income. If taken
prior to age 59½, a 10% additional federal tax
will generally apply. This additional tax is increased
to 25% if the distribution is also during the first
two years of participation in the SIMPLE IRA
plan (exceptions to additional federal tax may apply).

Distributions taxable as ordinary income. If taken
after separation from service prior to age 55,
a 10% additional federal tax will generally apply
(exceptions to additional federal tax may apply).

Required minimum distributions must
begin by April 1st of year following the
year individual turns age 70½.

Required minimum distributions must begin
by April 1st of year following the year individual
turns age 70½. If over 70½ and still working,
distributions may be postponed until retirement.

•
•
•
•
•

1
2

Contributions deductible for employer
No annual IRS filing requirements
Some funding responsibility with employees
Payroll contribution reduces employee’s
taxable income
Earnings grow tax-deferred

•
•
•
•

Payroll contribution reduces employee’s
taxable income
No annual IRS filing requirements if non-ERISA plan
Retirement funding responsibility with employees
Earnings grow tax-deferred

AGI refers to an individual’s or married couple’s Adjusted Gross Income, subject to modification depending on the type of account, in accordance with federal tax rules.
Please note that terms and conditions may differ for a Roth IRA Conversion.
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TAX INFORMATION
For the 2019 tax year, if your taxable income is ...
Single

Married
filing jointly

Head of
household

Married
filing separately

Trusts
and estates

Over ($)

But not over ($)

Marginal rate (%)

Standard deduction ($)

0

9,700

10

12,200

9,700

39,475

12

39,475
84,200
160,725
204,100
510,300
0
19,400
78,950
168,400
321,450
408,200
612,350
0
13,850
52,850
84,200
160,700
204,100
510,300
0
9,700
39,475
84,200
160,725
204,100
306,175
0
2,600
9,300
12,750

84,200
160,725
204,100
510,300
–
19,400
78,950
168,400
321,450
408,200
612,350
–
13,850
52,850
84,200
160,700
204,100
510,300
–
9,700
39,475
84,200
160,725
204,100
306,175
–
2,600
9,300
12,750
–

22
24
32
35
37
10
12
22
24
32
35
37
10
12
22
24
32
35
37
10
12
22
24
32
35
37
10
24
35
37

24,400

Long-term capital gains
and qualified dividends†
Long-term capital gains and
qualified dividends will be
taxed at a rate of 0%, 15%
or 20% depending on taxable
income levels.
gain rate
28% Capital
on collectibles

18,350

12,200

–

Qualified plan contribution limits for 2018 –2019 ($)
401(k), 403(b)(7)
SIMPLE IRA
SEP IRA

2018

2019

Elective contribution limit

18,500

19,000

Catch-up contribution limit

6,000

6,000

Contribution limit

12,500

13,000

Catch-up contribution limit

3,000

3,000

Contribution limit lesser of

55,000

56,000

Contribution limit or 25% of compensation/earned income3 up to

275,000

280,000

Minimum compensation to be considered eligible
Traditional IRA

Roth IRA

†

3
4

4

600

600

Single filer contribution limit

5,500

6,000

Married filing jointly contribution limit

11,000

12,000

Catch-up contribution limit (age 50 and over)

1,000

1,000

Single filer contribution limit

5,500

6,000

Married filing jointly contribution limit

11,000

12,000

Catch-up contribution limit (age 50 and over)

1,000

1,000

Source: Internal Revenue Service, Revenue Procedure 2018-211 and IRS Notice 2018-83.
Capital gain and dividend income is subject to an additional 3.8% tax on “net investment income” for taxpayers with modified adjusted gross
income over of $200,000 (single persons)/$250,000 (married persons filing jointly).
If self-employed, earned income must be reduced to take contribution into account.
Contribution limits for Roth IRA are subject to reduction and may be phased out based on individual’s Adjusted Gross Income (AGI).
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Brandywine Global
Clarion Partners
ClearBridge Investments
EnTrustPermal
Martin Currie

Legg Mason is a leading global investment company committed to helping clients reach
their financial goals through long-term, actively managed investment strategies.
•

A broad mix of equities,
fixed-income, alternatives
and cash strategies

QS Investors
RARE Infrastructure

•

A diverse family of
specialized investment
managers, each with
its own independent
approach to research
and analysis

•

Over a century of
experience in identifying
opportunities and
delivering astute
investment solutions
to clients

Royce & Associates
Western Asset

LeggMason.com

1-800-822-5544

The Advisor Partnership Program (TAPP)

®

Our Experience. Your Potential.®
The Advisor Partnership Program (TAPP)® is Legg Mason’s landmark value-added offering,
featuring a wide range of multidimensional workshops and seminars that empower financial
advisors to build successful practices and educate their clients. TAPP delivers value in three
areas of importance to advisors: Practice Management, Addressing Client Needs, and investor
education. Practice Management offers comprehensive resources for developing a value
proposition and client acquisition. Addressing Client Needs provides in-depth materials to
help advisors engage and inform their clients on a variety of topics. Investor Education offers
valuable resources to keep you and your clients informed.

Any information, statement or opinion set forth herein is general in nature, is not directed to or based on the financial situation or needs of any
particular investor, and does not constitute, and should not be construed as, investment advice, forecast of future events, a guarantee of future
results, or a recommendation with respect to any particular security or investment strategy or type of retirement account. Investors seeking
financial advice regarding the appropriateness of investing in any securities or investment strategies should consult their financial professional.
Source: IRS Publication 571, January, 2019; IRS Publication 560, March 12, 2018; IRS Forms 5305-SEP, 5305 SIMPLE and 5304-SIMPLE; IRS
Publication 970, January 17, 2019; IRS Publication 590, December 21, 2018; IR-2018-211 (November 1, 2018); IR-Notice 2018-83.
This document does not address state or local tax rules concerning retirement or education accounts.
Information contained herein is current as of January 2019, is subject to change, and is not intended to be legal or tax advice.
Legg Mason, Inc., its affiliates, and its employees are not in the business of providing tax or legal advice to taxpayers. These materials and any
tax-related statements are not intended or written to be used, and cannot be used or relied upon, by any such taxpayer for the purpose of avoiding
tax penalties or complying with any applicable tax laws or regulations. Tax-related statements, if any, may have been written in connection with
the “promotion or marketing” of the transaction(s) or matter(s) addressed by these materials, to the extent allowed by applicable law. Any such
taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.
Investments are not insured by the FDIC or any other government agency; are not a deposit or other obligation of Legg Mason, Inc.,
or any depository institution; and are subject to investment risks, including loss of principal amount invested.
Retirement Reimagined® is a registered service mark of Legg Mason Investor Services, LLC.
© 2019 Legg Mason Investor Services, LLC. Member FINRA, SIPC. Legg Mason Investor Services, LLC and all entities mentioned above
are subsidiaries of Legg Mason, Inc. 843925 TAPX014237 2/19

