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What is a Roth IRA?

Roth IRAs offer tax-free withdrawals in retirement.
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Key takeaways

Roth IRAs let you save and invest money you've already paid taxes on. In retirement, you
have the opportunity to make tax-free withdrawals.

Unlike traditional IRAs, Roth IRAs have income limits that may exclude some savers,
ugh high earners still have a couple of options.

While contributions to Roth IRAs aren't tax-deductible, you can withdraw contributions
you've made at any time without tax or penalty.

If you think federally tax-free retirement income seems like something that's too good to be true, you might want
to learn about Roth IRAs. With a Roth IRA, you contribute after-tax dollars, your investments can potentially grow
tax-free, and you can withdraw any earnings tax-free and penalty-free when you reach age 59 and the account

has been funded at least 5 years from the beginning of the tax year of your first contribution.’

Here's what you need to know about what Roth IRAs are, how they work, what benefits they can offer, and how to
open one if you qualify.

What is a Roth IRA?

A Roth IRA is an account that gives you a chance to grow your money over time by investing already-taxed dollars
in a range of different securities—from stocks and bonds, to mutual funds, to exchange-traded funds (ETFs). The
exact investment mix available will depend on your investing style and preference and what investment options
are available through the financial institution where you opened the Roth IRA.

What is a Roth IRA?

A Roth individual retirement account (IRA) gives you a chance to grow
your money over time by investing already-taxed dollars.

With a Roth IRA, you pay You can invest that money +Withdrawals including
tax today on the money you in a wide range of investment earnings are
contribute to your account. investments, including stocks, federal tax-free when

mutual funds, and ETFs. you reach 59%z and the

Your ability to contribute to account has been open

a Roth IRA phases out at at least 5 years.
higher income levels.



While it's generally Intended to be a retirement account, a Koth
IRA's withdrawal rules can help you access cash in a pinch. Roth

<@SA’IRAS let you tap your contributions tax- and penalty-free at any time.

How does a Roth IRA work?

The tax-free retirement income from a Roth IRA comes with a few strings attached. Before you invest, you'll need

to know about 3 main topics: contribution limits, income limits, and withdrawal rules.

Roth IRA contribution limits

On paper, Roth IRAs and traditional IRAs share the same contribution limits: for 2025, the limit is $7,000, or $8,000
for those 50 or older; and for 2026, it's $7,500, or $8,600 for those 50 or older. However, how much you earn a year

may reduce or eliminate your ability to contribute that amount to the Roth IRA.

Roth IRA income limits

Your ability to contribute to a Roth IRA depends both on having earned income and your overall amount of

income, as shown by your modified adjusted gross income, or MAGI. MAGl is your adjusted gross income from
you annual tax return (aka your total income minus tax credits, adjustments, and deductions), with some of those
credits, adjustments, and deductions added back in. Your MAGI and tax-filing status work together to determine

whether you can make a full, partial, or no contribution to a Roth IRA for the tax year.

Roth IRA income requirements for 2025

Modified adjusted gross
income (MAGI)

Contribution limit (if

Filing status under age 50)

<$150,000 $7,000

Partial contribution

Single individuals > $150,000 but < $165,000

(calculate)
> $165,000 Not eligible
< $236,000 $7,000

Married (filing joint Partial contribution

> $236,000 but < $246,000

returns) (calculate)

> $246,000 Not eligible

Partial contribution

Married (filing <$10,000 (calculate)
separately)?

>$10,000 Not eligible

Contribution limit (if age 50
or older)

$8,000

Partial contribution
(calculate)

Not eligible
$8,000

Partial contribution
(calculate)

Not eligible

Partial contribution
(calculate)

Not eligible

Source: "401(k) limit increases to $23,500 for 2025, IRA limit remains $7,000," Internal Revenue Service, November

2024.

Roth IRA income requirements for 2026

Modified adjusted gross
income (MAGI)

Contribution limit (if

Filing status under age 50)

<$153,000 $7,500

Partial contribution

Single individuals > $153,000 but < $168,000

(calculate)
> $168,000 Not eligible
< $242,000 $7,500

Married (filing joint Partial contribution

> $242,000 but < $252,000

returns) (calculate)

> $252,000 Not eligible

Partial contribution

Married (filing <$10,000 (calculate)
separately)®

>$10,000 Not eligible

Contribution limit (if age 50
or older)

$8,600

Partial contribution
(calculate)

Not eligible
$8,600

Partial contribution
(calculate)

Not eligible

Partial contribution
(calculate)

Not eligible

Source: "401(k) limit increases to $24,500 for 2026, IRA limit increases to $7,500," Internal Revenue Service,

November 13, 2025.

These annual MAGI limits only apply to new contributions to a Roth IRA. So if you opened a Roth IRA in the past,

you can keep the account open and still invest the balance. You just won't be able to make any additional

contributions in years when your MAGI exceeds the IRS limits.

Another important thing to keep in mind: IRA contribution limits apply across all IRA types, so if you have both a
traditional and Roth IRA, you can only contribute up to the annual maximum across both accounts each year, not

the annnal maximim in each Which meanc if vaiirincame limite vain ta a nartial Rath IRA cantrihiitinn von conld
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make up the difference using a traditional IRA up to the total [RA contribution limit for the year. Note: Spouses
have independent contribution limits, and a non-working spouse can leverage the earned income from a working
spouse to contribute.

If you earn too much to save using a Roth IRA, you could have other ways to access the same tax-free growth
potential. For instance, if your employer offers a Roth 401(k) option or you're self-employed and have a self-
employed Roth 401(k), you can get all the benefits of a Roth IRA without the income restrictions. Or you could use
a strategy called a backdoor Roth IRA, a technique that lets high earners convert nondeductible contributions
made to a traditional IRA into a Roth IRA.

Roth IRA withdrawal rules

Since you contribute after-tax money to a Roth IRA, you can withdraw your contributions at any time without taxes
or penalties, even before retirement. For your investment gains, however, it's a different story.

How Roth IRA withdrawals work

If you are... And your Roth IRA has been funded for... You can withdraw...

Under age . Earnings subject to tax and a 10%
Any amount of time

59% penalty
59% and Less than 5 years from the beginning of the tax year of your  Earnings subject to tax but no
older first contribution penalty

9 fi h inni f th f
59% and 5 years or' more rom the beginning of the tax year of your Earnings without taxes or penalty
older first contribution

The IRS makes some exceptions = to the 10% early withdrawal penalty. You can withdraw earnings penalty-free
before 59% and only be subject to income taxes if you use funds for things like:

¢ Qualified education expenses, such as college tuition
¢ Up to $5,000 for expenses for a birth or adoption

¢ For unreimbursed medical expenses above 7.5% of AGlI, or to pay for health insurance when you're
unemployed

¢ Upto $10,000 to buy your first home

If you've inherited a Roth IRA, or plan to leave your Roth IRA to someone else, any gains can be withdrawn without
penalty. However, you must keep in mind when the Roth IRA was opened. While these exclusions can save you
from the 10% penalty, they may not save you from paying income tax on earnings if the account hasn't been
funded for at least 5 years from the beginning of the tax year of the initial funding.

Roth IRA versus traditional IRA

The type of IRA you use to save for retirement often comes down to a question of whether you want to benefit
from a tax break now (traditional IRAs) or later (Roth IRAs). To help you decide which one fits your retirement
savings goals and tax situation, here are some of the benefits a Roth IRA can offer that may help you achieve those
goals.

Tax-free retirement income

If your current income sets you up to be taxed at a lower rate than you expect you'll pay in retirement, or you
simply value the certainty of knowing what you'll owe the government, it may make sense to lock in tax-free future
qualified withdrawals now with a Roth IRA. While you won't get to deduct your contributions from your taxes
today, like you would with a traditional IRA, you're eliminating the risk you have to pay more later on your
contributions—plus any amount they've grown.

Flexible withdrawal rules

While it's generally intended to be a retirement account, a Roth IRA's withdrawal rules can help you access cash in
a pinch. You're subject to taxes and penalties on traditional IRA withdrawals before age 59%. But Roth IRAs let you
tap your contributions tax- and penalty-free at any time.

With traditional IRAs and other retirement accounts, the government forces you to begin withdrawals after you
reach age 73—whether you need the money or not—through a mechanism called required minimum distributions
(RMDs). If you don't take out the required amount, you could face a tax penalty. But Roth IRAs aren't subject to
RMDs—provided you're the original account owner and not an inheritor—which means you can stay invested as
long as you'd like and continue to potentially grow your savings.

Create a legacy

If you want to leave your retirement savings behind, Roth IRAs offer a powerful way to transfer wealth income tax-
free. For instance, spousal beneficiaries receive the same beneficial tax treatment—tax-free growth and
withdrawals—as the original account owner, as long as the Roth IRA is at least 5 years old when the spouse
beneficiary begins withdrawals. Most non-spouse recipients will have to liquidate the account within 10 years and
can also benefit from tax-free earnings and withdrawals as long as the Roth IRA is at least 5 years old when
beginning withdrawals.

How to open a Roth IRA

If you're ready to start saving for retirement with a Roth account, opening a Roth IRA only takes a few simple steps.

1. Choose a broker-dealer or investment company



You can compare fees and available securities at a wide range of broker-dealers or financial institutions offering
Roth IRAs. Many brokerage firms or financial institutions even offer the option to open a Roth IRA online.

2. Fund your Roth IRA

Funding your Roth IRA starts with contributing to it. But before contributing, it's important to ensure that you're
eligible. Although the most common way to fund a Roth IRA is by contributing cash from your bank account, wire
transfer, or ACH as an eligible yearly contribution, there are also ways to contribute via rollovers from other
retirement accounts. These contributions may be treated as a conversion that is generally subject to immediate
taxation. Financial maneuvers like these can be complicated, and it's best to consult a financial or tax professional
if considering.

3. Invest the money

Once the funds in your new Roth IRA are available, you can invest the money into any securities available at your
broker-dealer or investment company. But remember: you don't have to go it alone. From online guides that can
help you pick investments and free online financial planning tools to working with a financial professional, there's
help on hand to empower you each step of the way.

Tax-free retirement income? Sounds good.

A Roth IRA can be a powerful way to save
for retirement since potential earnings Learn more
grow tax-free.

More to explore

Invest your IRA Is your retirement on track?
Create an appropriate investment Determine if you're contributing
strategy for your IRA. enough to your savings.
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1. For a distribution to be considered qualified, the 5-year aging requirement has to be satisfied, and you must be age 59¥2 or older or meet one of
several exemptions (disability, qualified first-time home purchase, or death among them).

2,3. Married (filing separately) can use the limits for single individuals if they have not lived with their spouse in the past year.

As with all your investments through Fidelity, and in connection with your evaluation of the security, you must make your own determination whether an
investment in any particular security or securities is consistent with your investment objectives, risk tolerance, and financial situation. Fidelity is not
recommending or endorsing this investment by making it available to its customers.

Views expressed are as of the date indicated, based on the information available at that time, and may change based on market or other conditions.
Unless otherwise noted, the opinions provided are those of the speaker or author and not necessarily those of Fidelity Investments or its affiliates. Fidelity
does not assume any duty to update any of the information.

Fidelity does not provide legal or tax advice. The information herein is general and educational in nature and should not be considered legal or tax
advice. Tax laws and regulations are complex and subject to change, which can materially impact investment results. Fidelity cannot guarantee that the
information herein is accurate, complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use, and
disclaims any liability arising out of your use of, or any tax position taken in reliance on, such information. Consult an attorney or tax professional
regarding your specific situation.

The third-party trademarks and service marks appearing herein are the property of their respective owners.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, Rl 02917
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