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The Internal Revenue Service announced today that young workers will be allowed to contribute 
up to $22,500 pretax to a 401(k) or similar retirement savings plan in 2023, a $2,000 jump from 
the current $20,500 limit. Those 50 or older will be permitted to sock away up to $30,000, a 
$3,000 boost, which includes a $7,500 “catch-up” contribution, up from a $6,500 catch-up in 
2022. That means employees who are already contributing the maximum and are able to save 
more will in effect be able to give themselves a tax cut.

At the same time, the IRS said, the limit for contributions to a pre-tax or Roth IRA will rise next 
year to $6,500, up from the $6,000 level where it has been stalled for four years. Those 50 and 
older can make an additional $1,000 catch-up contribution to an IRA—a number that is not 
subject to inflation adjustments.

Meanwhile, the maximum contribution an employee can make to a Simple IRA Plan—a 
retirement plan designed for small businesses—will rise to $15,500 in 2023, up from $14,000.

The contribution limit increases were widely anticipated since they are based on the inflation rate
—now running at a 40-year high. According to benefits consultant Mercer, the limit increases are 
all the largest ever. (The last time inflation was this high, automatic adjustments weren’t a part of 
the tax code.)

Last week, the IRS released a slew of other inflation adjustments, including higher standard 
deductions and tax brackets and increases in the amount of wealth that can be transferred free of 
gift or estate tax. The Social Security Administration also announced an 8.7% cost of living 
adjustment for 2023—an automatic benefits boost increase for 70 million Americans.

The full set of IRS adjustments to retirement plans are available here, in Notice 2022-55.

Here’s more of what you need to know about the retirement adjustments for 2023.

401(k) Plans
The new $22,500 and $30,000 limits apply to employee contributions that are made either pre-tax 
or to a Roth account in a 401(k) plan, or to similar plans maintained by non-profit and 
government employers—403(b) plans, most 457 plans and the federal government’s Thrift 
Savings Plan for workers.

Happy 2023! Beach, Blake & 
Associates is starting the year off in 
a new office! By now, you should 
have received a letter with the 
change and new address. We are 
looking forward to the new 
opportunities this location may 
bring. While our address has 
changed our personalized service 
has not. If you are unable to make it 
in to the office for an appointment, 
we gladly still offer zoom or off-site 
appointments as well. We are 
confident that this will be a smooth 
transition for everyone.

Now is the perfect time to get your 
annual meetings scheduled- we 
would love to see you!
Just give us a call or schedule online.

Our phone, email and website all 
have remained the same. The new 
address is:
50 Sullivan Street, Suite C 
Warrenton, VA 20186

https://www.irs.gov/pub/irs-drop/n-22-55.pdf
https://www.bba-financial.com/schedule-an-appointment


There’s also an overall limit (including employer contributions) on how much can go into any employee’s 401(k) each year. That 
will be jumping from $61,000 to $66,000 for younger workers and from $67,500 to $73,500 for those 50 plus, who get that catch-
up boost. The highest paid employees may find that number relevant, since some plans permit workers to top up their own 
contributions to reach the limit. Top-up contributions must be made with after tax dollars and don’t go into a Roth.

It works like this: Pre-tax contributions reduce your current tax bill and grow tax deferred, but all your withdrawals in 
retirement are taxable (with certain exceptions for money transferred directly to charity). Roth contributions are made after tax 
and all earnings on them (as well as the original contributions) are tax free when taken out in retirement. Earnings on after-tax 
contributions are merely tax deferred and only the original contributions come out tax free.

IRA Contributions And Income Limits
While the amount you can contribute to an IRA is rising from $6,000 to $6,500, that’s not the only number that has been 
adjusted for inflation. You can’t make a tax deductible contribution to an IRA unless you either have no workplace retirement 
plan or your income is below certain limits. For 2023, the deduction will phase out for single taxpayers earning between $73,000 
and $83,000 (up from $68,000 to $78,000) and for married couples filing jointly earning $116,000 to $136,000 (up from between 
$109,000 and $129,000). If your spouse is covered by a workplace plan and you’re not, your deduction for an IRA phases out 
between $218,000 and $228,000 in 2023, up from $204,000 to $214,000 in 2022.

At the same time, the income limits to make a contribution to a Roth IRA, which are higher than those for the pre-tax IRA, are 
also rising sharply. (Important note: the pre-tax and Roth IRA are both subject to the same $6,500/$7,500 contribution limit. 
Roth IRAs are generally considered a desirable account to fund because they are so flexible—you can always take out your 
original contributions to a Roth IRA without facing the sort of tax penalties that can hit pre-retirement withdrawals from other 
accounts. In fact, Roth IRAs can even function as an emergency account for young savers.)

The income phase-out for contributions to a Roth IRA for singles and heads of household will be $138,000 to $153,000 in 2023 
(up from $129,000 to $144,000). For married couples filing jointly, the phase-out range will be $218,000 to $228,000, up from 
$204,000 to $214,000 this year.

SEP IRAs and Solo 401(k)s
These are plans designed for the self-employed and small business owners. The maximum that can be saved in a SEP IRA will go 
to $66,000, up from $61,000 in 2022. That’s considered an employer contribution and is based on total earnings. A self-
employed person can effectively contribute up to 20% of earnings of up to $330,000, up from $305,000 in 2022.

The limit for total contributions to a Solo 401(k)—a 401(k) for self-employed folks—is rising from $61,000 to $66,000 for 
younger folks and from $67,500 to $73,500 for those 50 and older. That’s the same as the overall limit for regular 401(k)s. One 
part is the employee contribution, which has the same contribution limits as any other 401(k)—$22,500 in 2023 for younger 
workers and $30,000 for those 50 or older. The other part is the employer contribution and is based on earnings. One advantage 
of a Solo 401(k) is that the employee contribution part allows the self-employed to save large amounts at lower earnings levels 
than with a SEP IRA. Another advantage is that those 50 and older can make an additional catch-up contribution to a Solo 
401(k), but not to a SEP IRA.

Saver’s Credit
This is a tax credit designed to encourage low and moderate income workers to save for retirement by matching (at a rate of 10% 
to 50%) some of what they contribute to an IRA or workplace plan. The credit phases down and out as a taxpayer’s income rises. 
In 2023, the credit will phase out at $73,000 for married couples filing joint tax returns (up from $68,000); $36,500 for singles 
and couples filing separately (up from $34,000); and $54,750 for heads of household (up from $51,000).

Defined Benefit Plans
The amount that can be put into a plan for any one worker is affected by a Congressionally set (and inflation adjusted) limit to 
how much of that worker’s salary can be considered for calculating his future benefit. That maximum salary in 2023 will be 
$265,000, up from $245,000. The use of defined benefit plans has declined at big companies, but older small business owners 
have increasingly been using custom designed defined benefit plans to sock away huge amounts on a pre-tax basis.

QLACs
The dollar limit on the amount of your IRA or 401(k) you can invest in a qualified longevity annuity contract will rise in 2023 to 
$155,000 from $145,000. A QLAC pays you money some time in the future and is considered a way to avoid outliving your 
money or to provide for long term care expenses late in life. The $155,000 is a lifetime limit, not an annual limit.



What Is the Inherited IRA 10-Year Rule?
Learn about what to expect if you inherit an IRA and how to establish a 

plan for taking distributions

An inherited individual retirement account is created with the funds in an IRA or employer-sponsored retirement plan after the original owner passes away. You 
are not able to make more contributions to the account after inheriting it and will need to take distributions according to specific rules, which vary based on your 
age and relationship to the deceased.

Make a plan for these inherited IRA distribution rules:

• Understand how the inherited IRA 10-year rule works.
• Know what exceptions are made to the inherited IRA 10-year rule.
• Take the right steps if you are a spouse who has inherited an IRA.
• Learn how IRA beneficiary rules have changed in recent years.
• Consider how your taxes could be impacted.

What Is the Inherited IRA 10 Year Rule?
When an IRA owner passes away, the account is passed on to the named beneficiary. The inherited IRA 10-year rule refers to how those assets are handled once 
the IRA changes hands. For some beneficiaries, including non-spouses, all the funds must be withdrawn within 10 years of the previous owner’s passing. Spouses 
who inherit an IRA have other options to consider. There are also exceptions for beneficiaries who meet certain criteria. The 10-year rule applies to those who 
have inherited an IRA on or after January 1, 2020.

It is also possible to withdraw funds at a faster pace when you inherit an IRA. “All beneficiaries have the option to use the lump sum method,” says Aviva Pinto, a 
managing director at Wealthspire Advisors in New York.

Exceptions to the Inherited IRA 10 Year Rule
In some cases, the inherited IRA 10-year rule is not applied. Exceptions to the inherited IRA 10-year rule include:

• The IRA owner’s surviving spouse.
• The IRA owner’s minor child.
• An individual who is not more than 10 years younger than the IRA owner.
• A disabled or chronically ill person, as determined by the IRS.

However, once a minor child reaches the age of majority, they become subject to the 10-year rule.

Special Inherited IRA Rules for Surviving Spouses
If a spouse receives an IRA, there are different rules that apply. “If you are the primary beneficiary of your spouse’s retirement assets, you can generally treat 
inherited assets as if they are your own,” Pinto says. In cases in which the deceased was taking RMDs from a traditional IRA at the time of their passing, you’ll 
need to take the required minimum distribution during the year they pass if they have not done so already. Otherwise, you can wait until you reach the age that 
you need to begin taking required minimum distributions to withdraw from the account.

Alternatively, a spouse can choose to open and transfer the assets into an inherited IRA. The funds can then be withdrawn during the 10-year time frame.

You’ll want to consider your situation if you are a spouse who inherits a retirement account. “Treating the IRA as your own is generally advised for most 
spouses,” Pinto says. However, if you are under age 59 1/2 and need funds from the account, you might opt to open an inherited IRA and start taking 
distributions. If you take distributions from your own account prior to age 59 1/2, the funds will be subject to a 10% penalty.

How the SECURE Act Changed Inherited IRA Rules
The inherited IRA 10-year rule changed the way this type of account is handled when it passes from one account holder to another. It came into effect by way of 
the SECURE Act, which was passed in December 2019 and became a law as of January 1, 2020. “The SECURE Act eliminated the stretch IRA for certain 
beneficiaries,” says Michele Lee Fine, founder and CEO of Cornerstone Wealth Advisory in Jericho, New York. “The Stretch IRA is the ability of the named 
beneficiary to spread (or stretch) required post-death distributions over the beneficiary’s life expectancy using the IRS single life expectancy table.”

The timing of the account owner’s passing plays a role when determining the next steps. “If an individual died in 2020 or later, then you don’t have to take 
RMDs, but you need to withdraw the entire amount of the IRA within 10 years,” says Jonathan Shenkman, a financial advisor and president of Shenkman 
Wealth Management in Woodbury, New York.

For deaths on or before December 31, 2019, the old rules for inherited IRAs remain in place. Non-spouse beneficiaries are allowed to continue the stretch 
provision.

Tax Considerations of the IRA 10-Year Rule
If you inherit a traditional IRA with contributions that have been made with pre-tax dollars, withdrawals are subject to taxes. Roth IRAs are funded with after-tax 
dollars and withdrawals are typically not subject to tax.

With inherited IRAs, you won’t face some of the same penalties that apply to other types of IRAs. For example, there is often a 10% penalty if you take a 
distribution from a traditional IRA before age 59 1/2, but you can withdraw money from a traditional inherited IRA prior to this age without facing a penalty.



FUN FACTS

Winter Newsletter Jokes

How does a North Pole 
carpenter fix something 
broken?

Igloos it together!

Why did the husband pour 
warm water on his 
computer?

He had asked his wife what to 
do if windows froze!

Continued on next page

Red squirrels make mushroom jerky to 
prepare for the winter.

If you gave all the gifts listed in the 
"Twelve Days of Christmas," it would 
equal 364 presents.

"Rockin' Around the Christmas Tree" 
was recorded by a 13-year-old.

The first Winter Olympics were held in the 
French Alps in 1924.

Quarterly data 
Domestic Economic Health

The Quarter In Brief

The fourth quarter managed to repair some of the damage inflicted on stocks 
since the beginning of the year. Investor sentiment for much of the quarter rose 
due to a stronger-than-expected earnings season, a deceleration in inflation, and 
an increasing conviction that the Fed may begin scaling back on the pace of 
interest rate hikes. The mood, however, soured in December as recession fears 
were rekindled by continuing Fed hawkishness and weak economic data, 
sending stocks lower and paring some of the quarter's accumulated gains.

October began on a volatile note, as stocks soared in response to Britain's 
incoming prime minister's reversal of an earlier decision to cut taxes, a decision 
that had sent global markets lower at the end of September. This was soon 
followed by an extraordinary day in U.S. markets. An above-consensus inflation 
report sent stocks tumbling in early trading to levels not seen since 2020 before 
mounting a massive turnaround that by day's end had witnessed the Dow Jones 
Industrial Average surging 1,500 points from its midday low.1

The market stabilized with the start of the third-quarter earnings season, with 
early earnings reports calming fears of deteriorating profits and pushing Fed 
policy concerns into the background. Overall, earnings weren't great, but the bar 
was low, that most companies exceeded Wall Street's expectations. With 99% of 
all S&P 500 companies reporting, 70% of companies checked in with a positive 
earnings surprise.2

Stocks added to their gains in November on growing investor optimism for a 
slowdown in future rate hikes. After the Federal Open Market Committee 
(FOMC) announced a 75 basis point rate hike at the start of the month, stocks 
retreated on hawkish comments by Fed Chair Powell in his post-meeting press 
conference. However, markets staged a quick recovery following a cooler-than-
expected inflation number that ignited a rally that lifted stocks to their biggest 
one-day gain in two years.3

Despite a stream of comments from multiple Fed officials that discouraged the 
easing-rate-hike narrative, stocks continued to climb, boosted by upside 
surprises in new economic data and strong earnings from retailers. Markets 
received an added boost in November when Powell indicated that a slowdown in 
rate hikes was appropriate and may begin as early as December.

Stocks opened December by surrendering some of the earlier months' gains as 
recession fears dragged on investor sentiment. The Fed announced another rate 
hike of 50 basis points, widely expected by the market. Still, the increase in the 
terminal rate (i.e., the rate at which the Fed stops further rate hikes), along with 
weak economic data, elevated recession worries and closed the quarter and the 
year on a muted note.

The U.S. Economy

After two straight quarters of negative growth, the U.S. economy grew by an 
annualized rate of 2.6% in the third quarter, owing in large part to an outsized 
contribution from net exports, the biggest in 42 years – a result that appears 
unlikely to get repeated in future quarters.4 



Global Economic Health

The U.S. Economy

Most economists are cautious about economic performance in 2023. According to a quarterly survey of professional economic 
forecasters conducted by the Philadelphia Fed, the consensus points to slowing growth and higher unemployment in 2023. Surveyed 
forecasters project that the fourth quarter Gross Domestic Product (GDP) annualized growth rate will decline to 1.0%. In the first two 
quarters of 2023, economists expect growth will flatline (+0.2%). They anticipate a pick-up in the rate of economic expansion in the final 
two quarters of the year.5

The U.S. economy feels the effects of higher interest rates, particularly in housing, business investment, and financial assets. At the same 
time, ongoing inflation continues to undermine the financial health of lower and middle-income Americans.

Consumer confidence, an essential prerequisite to spending, has been declining in recent months as Americans worry about the 
economy's health and financial prospects. In The Conference Board's November survey of consumers, consumer confidence ticked 
lower, dragged down by inflation and rising interest rates. When asked about their expectations in six months, a growing number of 
Americans anticipate their incomes will be lower, while a shrinking number of respondents believe their incomes will rise.6 

Yet, despite the consensus of weaker economic growth and the potential for recession in the first half of the new year, there is a case to be 
made that the economy may fare better than expected.

The U.S. economy remains surprisingly resilient. The labor market has been healthy despite the economic slowdown in 2022, as reflected 
in the November employment report in which employers added a robust 263,000 jobs, and the unemployment rate stood at 3.7%. One 
reason for this labor strength may be that employers are hesitant to lay off workers with fresh memories of how difficult it was to hire 
them coming out of the pandemic.7

Meanwhile, consumer spending power remains strong, with over $1.5 trillion in aggregate excess savings (savings over pre-pandemic 
trends), albeit down from its $2.0+ trillion peak in 2021.8

Finally, The Federal Reserve Bank of Atlanta's "GDP Now" forecasting model, which attempts to track GDP growth in real-time, 
estimates an annualized 4Q growth rate of 2.8% (as of December 15, 2022), which stands well above most economists' expectations.9

Global economies continued to be challenged by the conflict between Russia and Ukraine, accelerating inflation, a tightening economic 
environment, and persistent sluggishness in China. The International Monetary Fund (IMF), in its latest economic forecast, projects that 
global economic growth in 2022 will come in at 3.2% (unchanged from its earlier July estimate) and slow in 2023 to 2.7% (a downward 
revision of 0.2 percentage points). The IMF calculates a 25% chance that growth may fall under two percent, with more than a third of 
economies likely to contract.10 

The IMF has a low outlook for Europe amid high inflation and slowing growth. It projects that advanced economies in Europe will grow 
by just 0.6% in 2023 while emerging economies (excluding Turkey and conflict countries–Belarus, Russia, and Ukraine) will expand by 
1.7%. It anticipates that more than half of Europe's nations will experience a recession.11

The outlook for the U.K. is a little better. In the Bank of England's (BoE) monetary policy report in November 2022, the BoE projected that 
the nation would be in recession for a prolonged period, with inflation remaining stubbornly high at about 10% until mid-2023. At that 
time, it may begin to moderate. Any improvement in economic performance may be further out. The BoE estimates that the U.K. 
economy will shrink by 0.75% in the second half of 2022. They also feel it may continue to contract through 2023 and into the first half of 
2024.12

China's economy is also struggling, weighed down by persistent lockdowns resulting from its zero tolerance for COVID infections, a policy 
it only just reversed in December. One independent analysis forecasts that China's economy will grow by just 3.0% in 2022 and 4.3% in 
2023. This is below the government's 2022 target of 5.5% growth. One notable trouble spot is the downturn in its property sector, which 
represents at least 20% of the country's output and nearly two-thirds of urban Chinese household wealth. With the bust in residential 
prices and new developments, China's economy may feel the strain of its property issues for years to come.13

In Japan, the Bank of Japan lowered its forecast of economic growth in 2022 from 2.4% to 2.0%; for 2023, from 2.0% to 1.9%. They raised 
their estimate for inflation for both years.14 
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