
 Example based on historical index returns. Domestic Stock 31.79%, International Stock 13.66%, Real Estate Investment Trusts 3.97%, Taxable Bonds 36.35% and Taxable Money Market 14.23%. See disclosures 
for a list of Indexes used in this example. For illustrative purposes only. Does not represent any actual investment. 
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Reduce Your Taxes for 
Longer-Lasting Retirement Savings 

 

Managing taxes on your retirement income can help ease 
the worry of spending. 
How much money do you need from your retirement investments to cover your annual 

expenses? Whatever the amount, you will generally need to withdraw more than you 

spend in order to pay your taxes. And, the more money you withdraw, the faster you are 

likely to deplete your retirement savings. With longer life expectancies and rising prices, 

your biggest challenge is making your investments last as long as possible. Don’t let 

taxes shorten the life span of your retirement assets. 

Setting up a tax-efficient retirement income strategy can help make your investments 

last longer. 

Lower Tax Rate = Lower Withdrawal Rate = Longer-Lasting Assets 
Suppose a retired couple has $2 million in taxable (non-IRA) accounts and they need 
$90,000 in living expenses while in retirement. To actually net $90,000 in after-tax 
money, they would need to withdrawal $120,000 from their investments to cover the 
additional $30,000 in associated taxes. Such taxes would typically include federal and 
state income tax, taxes on dividend and income distributions, and taxes on capital 
gain distributions. If they could reduce those taxes, less money would have to be 
withdrawn, leaving more money to grow over time, allowing either higher withdrawals 
(larger lifestyle) or the same withdrawals for a longer time horizon. In fact, reducing the 
withdrawal amount by just $7,500 per year over a retirement that lasts 25 years or more 
could make their investment assets last nearly 10 years longer!  This reduction in taxes

could be accomplished with tax 

management techniques that focus 

on reducing the dividend/income 

distribution and capital gains 

taxes from an individual investor’s 

portfolio*. 

The chart shows how lower taxes 

through various tax-management 

techniques reduces distribution 

that can help to increase the life of 

your assets. 

 

* To achieve a tax reduction of $7,500 in the example above, an individual would need to incur $30,000 less in capital gains or 1.5% of the $2 million portfolio. Assuming 1/2 of capital 
gains are short-term and 1/2 are long-term and that the dividend income is produced from tax-free municipal bonds. 

High Taxes Force 

Tough Trade-Offs 
 

In a perfect world, taxes 

would be lower in retirement, 

but today’s historically low tax 

rates and rising deficits are 

likely to signal higher taxes in 

the future. High tax rates may 

force retirees to make some 

tough trade-offs. 
 

As Retirement Specialists, we 

understand the importance of 

balancing current spending 

against long-term security.  

We can help you manage the 

impact of taxes on your 

retirement investments. 
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Ways to Manage Taxes 

Investment Strategy Selection 

Different managers and asset classes can be more or less 

tax-efficient, while different investments may be better 

suited to tax-advantaged or taxable accounts. A retirement 

income strategy that uses tax-managed accounts and uses 

appropriate investments for taxable and tax-deferred accounts 

will likely reduce taxes, lower withdrawals and maintain 

spending ability. 

 
Total Return Approach to Creating Cash 

Flow 

Tax rates differ for dividends, capital gains and interest 

income from various bond types. Rates also differ by 

investment type. For example, distributions from IRAs 

and taxable annuities are subject to the highest ordinary 

income tax rates, just like taxable income from certificates 

of deposit (CDs) and corporate bonds. However, taxes on 

long-term capital gains enjoy lower rates and municipal 

bond income is federally tax-free. A retirement cash flow 

strategy that leverages these differences may help to 

significantly reduce your taxes. 

Tax Lot Accounting 

To reduce capital gains taxes, two fundamental rules apply. 

First, sell securities held longer than one year so gains 

qualify for discounted long-term tax rates. Second, sell 

higher cost basis securities first. Tax-managed investment 

strategies employ this tax accounting method to minimize 

capital gain taxes. A retirement cash flow strategy can help 

reduce capital gain taxes by selecting accounts that use tax 

lot accounting techniques for sales within your portfolio. 

Tax Management with a Broad perspective 

An effective cash flow plan for retirement takes a 

comprehensive investment approach, rebalancing your 

asset allocation on a regular basis and providing the 

capability to adjust cash flow to address inflation or 

changes in spending needs. 
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Securities and advisory services offered through Royal Alliance 
Associates Inc., member FINRA & SIPC and registered 

investment adviser.  BACH Investments Plus, LLC is not affiliated 
with Royal Alliance Associates, Inc. or registered as a broker 

dealer or investment adviser.  Insurance services offered through 
BACH Investments Plus, LLC. 

 

* Index allocations: Russell 1000 Value Index (uSD) (1/1/1979-present)15.36%, Russell 1000 Growth 
Index (uSD) (1/1/1979-present) 2.35%, Russell 1000 Value Index (uSD) (1/1/1979-present) 2.35%, 
Russell 2000 Growth Index (uSD) (1/1/1979-present) 1.28%, Russell 2000 Value Index (uSD) 
(1/1/1979-present) 1.28%, Russell 2500 Index (uSD) (1/1/1979-present) 1.28%, Russell 3000 

Index (uSD) (1/1/1979-present) 7.89%, S&p IFcI composite Index (uSD) (1/1/1989-12/31/1998); MScI 
Emerging Markets Index (1/1/1999-present) 0.64%, MScI World Index (Gross) (Hedged) (uSD) 
(1/1/1991- present) 7.26%, MScI EAFE Index (Net) (uSD) (2/1/1972-present) 5.76%, DJ Wilshire 
Real Estate Securities (Full cap) Index (uSD) (1/1/1978-6/30/2007); DJ Wilshire Real Estate 
Securities Index (uSD) (7/1/2007-present) 3.97%, Lehman uS Aggregate Bond Index (uSD) (2/1/1976-
present) 11.50%, Jp Morgan Emerging Market Bond Index Global Diversified (uSD) (1/1/1994-
present) 3.20%, LIBOR 3 Month Fixed (uSD) (Income) (12/31/1984-12/31/1998); Merrill Lynch 3-Month 
constant-Maturity LIBOR (uSD) (1/1/1999-present) 11.03%, Merrill Lynch uS High Yield Master II 
constrained Index (uSD) (1/1/1997-present) 10.62%, iMoneyNet First Tier Retail Money Market 
Average (6/1/1991 -present) 14.23% 

Neither SEI nor its affiliates provide tax advice. please note that (i) any discussion of u.S. tax matters 
contained in this communication cannot be used by you for the purpose of avoiding tax penalties; 
(ii) this communication was written to support the promotion or marketing of the matters addressed 
herein: and (iii) you should seek advice based on your particular circumstances from an independent 
tax advisor.  SEI is not affiliated with Royal Alliance Associates, Inc. 

There are risks involved with investing, including loss of principal. 

This material represents an assessment of the market environment at a specific point in time and is 
not intended to be a forecast of future events, or a guarantee of future results. This information should 
not be relied upon by the reader as research or investment advice. This information is for educational 
purposes only. 

Index returns are for illustrative purposes only and do not represent actual performance. Index 

performance returns do not reflect any management fees, transaction costs or expenses. Indexes are 

unmanaged and one cannot invest directly in an index. past performance does not guarantee future 

results. 

Action Steps 

Taxes will always pose a challenge to retirees. Our firm 

has Retirement Specialists with the knowledge and 

experience to properly design a tax-efficient retirement 

cash flow strategy. We’ll help you enjoy your retirement 

with the comfort of knowing how much you can spend. 

If you are preparing for retirement or are currently 

retired, call us for a free retirement income checkup. 

Although the information has been gathered from sources believed to be reliable, it cannot be guaranteed and the accuracy of the information should be 
independently verified.  Neither Royal Alliance Associates, Inc., nor its representatives or employees provide tax advice.  This information is not intended to be 

a substitute for specific individualized tax, legal or investment planning advice as individual situations will vary. 


