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If You Have The Wrong Investments in Your IRA, Here’s How You Could Pay More Tax

Some people put an investment in their IRA that does not generate much tax and they hold another IRA outside their IRA that does generate tax.  By changing these two investments around, they could lower their tax bill.

How does this happen?  Because some financial advisors don’t know enough about taxes to advise you any better.  Or, on your own, you collected investments over time with no “tax plan” and your accountant probably will never say anything (if they even notice).

Let’s take an example.

Let’s say that in your IRA, you have an S&P 500 Index Fund.  Let’s also assume that outside of your IRA, you have a bond that pays 7%.  This makes no sense from a tax standpoint.  Here’s why:

The S&P 500 fund already has certain tax advantages that you lose by placing it in an IRA.   Its dividends are taxed at 15%.  Its long-term gains are taxed at 15%.  But because you put it in an IRA, it will all eventually be taxes at your regular income rates (up to 35% federal).  The bond you own gets taxed the same whether inside or outside of your IRA.  So just by switching where you own these two investments, you can cut your taxes.

But your situation is a lot more complex than just two investments.  You could be overpaying thousands of dollars in taxes—not because you have bad investments—you just have them in the wrong place!

If you have an accountant that doesn’t look over your portfolio and an investment advisor that doesn’t know enough about taxes to keep your tax bill down, maybe we can help.

Three days a week—Tuesday through Thursday we offer free portfolio reviews to residents of (name 3 towns or neighborhoods).  If you would like one of these free spots with one of our counselors, then please just contact us at xxx-xxx-xxxx to set your time.

