
After You Max Out Your 401(k)

If there’s one message that people saving 
for retirement keep hearing, it’s that you 
can never save too much money for 
retirement. For many of us, that means 
maxing out our 401(k) – but what if you 
are able to contribute more than that?

In 2022, you are limited to contributing 
up to $20,500 to your 401(k), with an 
additional $6,500 available to contribute 
if you are 50 or older. If you have reached 
those limits and want to put away even 
more, you have options:

•  A Traditional IRA can make a good 
complement to a 401(k). If you’re under 
50, you are eligible to contribute as 
much as $6,000 to your IRA, with an 
additional $1,000 available as a catch-
up contribution if you’re over 50. The 
drawback is that if your income is over 
a certain amount and you participate 
in a 401(k), you lose some of the tax 
advantages of any money you put 
into an IRA. On the other hand, your 

options of where to invest that money 
are much broader in an IRA, giving you 
the potential of greater diversification in 
your retirement savings.

•  A Roth IRA has the opposite tax 
structure of the traditional version: 
money is contributed after-tax, but as 
long as it stays in your account for five 
years and you’re over 59 ½ when you 
begin withdrawals, the earnings on that 
money come out tax-free (and your 
contributions can always be withdrawn 
tax-free). The contribution limits are 
the same as for regular IRAs, although 
they begin to phase out as your income 
exceeds $129,000 if you’re single or 
$204,000 if you’re married. Another 
advantage over a traditional IRA: There 
are no required minimum distributions 
once you reach retirement age.

•  Most people know they can sock away 
money in a Health Savings Account for 
future medical expenses, which can 



be very helpful in retirement. But many aren’t aware that 
you can invest pre-tax money in an HSA – and that the 
assets there can enjoy tax-free investment growth. Since 
you can maintain an HSA for the rest of your life, even 
after you stop working, HSAs can be a great alternative 
option for a retirement savings plan. You must be enrolled 
in an HSA-eligible, high-deductible health plan to be 
able to contribute to an HSA, and they are subject to a 
contribution limit of $3,650 if you have single coverage, or 
$7,300 for families. You can make an additional catch-up 
contribution of $1,000 if you are age 55 or older.

•  Or you can choose not to contribute to another retirement 
account at all, and open a simple brokerage account with 
the additional money. There are no tax advantages to this 
strategy, but it removes any limits on when you can use 
the funds, as well as any limits on how much you are able 
to invest and draw down after retirement.

Saving for retirement is one of the most important things 
you will do during your working life, so it’s important 
to choose wisely here. If you would like to explore your 
options around expanding your retirement accounts, Baird 
is here to help.

The information reflected on this page are Baird expert opinions 
today and are subject to change. The information provided 
here has not taken into consideration the investment goals or 
needs of any specific investor and investors should not make 
any investment decisions based solely on this information. 
Past performance is not a guarantee of future results. All 
investments have some level of risk, and investors have different 
time horizons, goals and risk tolerances, so speak to your Baird 
Financial Advisor before taking action.

Please reach out if you or anyone you know 
would benefit from discussing this topic further.
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Find additional financial planning content on BairdWealth.com.
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