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Ways to Control Taxable Income
Deferral – Postpones income, generally pay taxes at future tax rates.

◦ $242,000 income - $20,500 401(k) deferral = $221,500 taxable income today + $20,500 of future taxable 
income

◦ Hold investments that pay higher interest and dividends in tax deferred accounts.

Deductions - Reduces your taxable income
◦ $242,000 income - $30,000 deduction = $212,000 of taxable income

Credits – Reduces your tax $1 for $1
◦ $40,098 federal tax - $1,000 tax credit = $39,098 federal tax



Pretax 401(k) vs. Roth 401(k)

Pretax = defer today’s taxes, pay income taxes in future.
◦ Best if high tax bracket today, lower bracket later.

Roth = pay income taxes now, tax free in future.
◦ Best if low tax bracket today, high bracket later.

Taxes



Pretax 401(k) vs. Roth 401(k)

Taxes

Pretax 401(k)

$10,000 contribution
x 2
= $20,000
- 25% tax
= $15,000

Roth 401(k)

$10,000
- 25% tax
= $7,500 contribution
x 2
= $15,000

If tax bracket today and future are same, it’s a wash.



Pretax 401(k) vs. Roth 401(k) 
& Student Loans
Pretax 401(k)

$60,000 income
- $10,000 contribution
= $50,000 AGI

= $255/mo student loan 

Roth 401(k)

$60,000 income
- $10,000 contribution
= $60,000 AGI

= $339/mo student loan



Account Types

Tax Deferred Taxable Tax Free

Non-
Retirement 
Investments

Bank Accounts

Roth IRA
Roth 401(k)
Roth 403(b)

HSA*

Traditional, SEP, 
& SIMPLE IRA

401(k)
403(b)

457
HSA

Ordinary Income 
or Capital Gain Tax

No TaxOrdinary Income 
Tax

* Tax free for qualifying health expenses



Itemized Deductions
•Medical and Dental Expenses
• Amount over $7.5% of AGI

•Taxes You Paid
• Property taxes and WI income tax

• Capped at $10,000

• Mortgage Interest

• Charity

•Only beneficial if sum exceeds standard deductions:



Itemized Deductions
•Medical and Dental Expenses
• Amount over $7.5% of AGI

•Taxes You Paid
• Property taxes and WI income tax

• Capped at $10,000    Proposed: $72,500 $80,000

in 2022 retroactive to 2021.

Senator Schumer has vowed to bring Build Back Better

for vote in 2022.  

• Mortgage Interest

• Charity

•Only beneficial if sum exceeds standard deductions:



Roth Conversion



Roth Conversion



HSA – Triple Tax Advantage

Tax-deductible contribution
◦ $3,650 self or $7,300 family in 2022

◦ Extra $1,000 age 55+

Tax-deferred growth

Tax-free distributions

After age 65, HSA distributions for living 
expenses are taxed exactly same as 
pretax retirement account.

"HSA - Health Savings Account acronym with marker, concept background" by focusonmore.com is 
licensed under CC BY 2.0

https://www.flickr.com/photos/91261194@N06/49722981028
https://www.flickr.com/photos/91261194@N06
https://creativecommons.org/licenses/by/2.0/?ref=ccsearch&atype=rich


Edvest 529 – Triple Tax Advantage

Tax-deductible contribution (WI income tax, not federal)

Tax-deferred growth

Tax-free distributions

Deduction is limited to first $3,380 (2021) or $3,560 
(2022) per year per beneficiary.



How much and where 
to save

Member Benefit



Savings Rates by Starting Age

https://www.fidelity.com/viewpoints/retirement/how-much-money-should-I-save



Multiple of Income Savings Target

https://www.fidelity.com/viewpoints/retirement/how-much-money-should-I-save



Investing Priority Order
1. Employer retirement plan to maximum match

2. Employer retirement plan to contribution maximum. 

3. Roth IRA or Backdoor Roth IRA.

4. Health Savings Account (requires high deductible health plan)

5. Taxable investment account

6. College savings for children

2. 3. and 4. can be interchanged depending on personal circumstances



Backdoor Roth IRA

Member Benefit



Account Types

Tax Deferred Taxable Tax Free

Non-
Retirement 
Investments

Bank Accounts

Roth IRA
Roth 401(k)
Roth 403(b)

HSA*

Traditional, SEP, 
& SIMPLE IRA

401(k)
403(b)

457
HSA

Ordinary Income 
or Capital Gain Tax

No TaxOrdinary Income 
Tax

* Tax free for qualifying health expenses



Roth IRA
30-year-old, maximum contribution yearly (currently $6,000 each), 7% return

= $204,570 tax savings per person!



Backdoor Roth IRA

Traditional IRA contributions and conversions 
to Roth IRA are allowed with any income.

Note – Some versions of the Build Back Better 
bill would eliminate this strategy.

*If you have an existing IRA balance (SIMPLE, SEP, or traditional IRA) an additional step is needed first.

Traditional
IRA

Roth IRA

Tax Free

Conversion*

Annual IRA 
contribution for 
each spouse



Investing Best Practices

Created by the



Best Practices for Disciplined Investing
▪Portfolio components

▪Quantifying risks

▪Portfolio decision making

▪Savings Targets

▪Strategies that add to returns

▪Independent fee-only fiduciary



Portfolio Components

Cash

Bonds

Stocks

Mutual Funds or Exchange Traded Funds



Bonds (Fixed Income) – an I.O.U.

Bonds are usually safer investments than stocks

A bond is a loan made by an investor to a borrower.

Corporations offer bonds that often 
pay higher interest than a certificate 

of deposit
US Treasury bonds

Prices can fluctuate as interest rates 
change





Stocks (Equities)

- A company raises cash (capital) by issuing 
shares

- Individuals buy shares to own part of the 
company

- Shares are traded on exchanges and 
prices fluctuate

- Profits are distributed as dividends to 
shareholders

No attribution required.  https://pixabay.com/photos/historical-stock-securities-5100618/





Mutual Funds & Exchange Traded Funds
1 share of a fund buys a pool of investments



Stock Funds vs. Bond Funds







Trading on feelings means buying high and selling low.

Buy now, “I don’t 
want to miss out.”

Sell it, “Get me out 
before I lose everything.”



“This Time It’s Different” (nope, it isn’t)

In US dollars. MSCI data © MSCI 2020, all rights reserved. Indices are not available for direct investment. Their performance does not reflect the expenses associated with the 
management of an actual portfolio. 



Market Since Russia Ukraine War

yahoo! finance. (n.d.). Retrieved from https://finance.yahoo.com/chart/EFA/ retrieved March 3, 2022

https://finance.yahoo.com/chart/EFA/








Asset Allocation





Called the “only free lunch in 
finance” by Nobel Prize winner 
Harry Markowitz, investing across 
multiple asset classes reduces risk 
while sacrificing little in expected 
returns. 



Asset Allocation

Sample allocation only, not a recommendation.  Please consult your advisor.



Asset Selection
Active Funds:

- Fund manager(s) try to beat market

- Buy and sell stocks inside fund based on their 
research and forecasting

- Higher expenses than passive funds

Passive Funds:

- Try to match the market, not beat it

- Mimic a market index like S&P 500

- Lower expenses than active funds



Asset Selection
Target date funds:

- Ideal way to start saving

- All assets with same tax status

- Years away from spending

- One fund with diversified

portfolio inside



Asset Selection
Individual funds:

- Multiple funds working together to create portfolio

- Spend investment soon

- Mix of accounts: tax deferred, taxable, tax free

- Varying cash flow (i.e. timing of Social Security)

- Socially responsible

- Tax sensitivity

- Income generation



Improving Returns - Rebalancing



Rebalancing



As of March 31, 2020
Outside of 20% relative 
bandwidth.
60% stocks +/- 12% = 
48% to 72%



Asset Allocation

Sell High

Buy Low



Asset Allocation



Account Types

Tax Deferred Taxable Tax Free

Non-
Retirement 
Investments

Bank Accounts

Roth IRA
Roth 401(k)
Roth 403(b)

Traditional IRA
401(k)
403(b)

457

Ordinary Income or 
Capital Gain Tax

(tax efficient investments)

No Tax
(high return 
investments)

Ordinary Income Tax
(lower return holdings / tax 

inefficient investments)



Thought Experiment
3 investments $100,000 each, grow for 10 years.

Investment A, 10% return, capital gain

Investment B, 5% return, ordinary income

Investment C, 5% return, capital gain

Which account should they be in?



Asset Location

Tax Deferred Taxable Tax Free

A, 10%, capital gain
$100,000

B, 5% ordinary income
$100,000

C, 5% capital gain
$100,000

$259,374
- $78,512 tax
=$180,862 net

$162,889
- $19,036 tax
= $143,853 net

$162,889
- $0 tax
= $162,889 net

Total net = $487,604 



Asset Location

Tax Deferred Taxable Tax Free

B, 5%, ordinary income
$100,000

C, 5% capital gain
$100,000

A, 10% capital gain
$100,000

$162,889
- $49,306 tax
=$113,582 net

$162,889
- $12,194 tax
= $150,695 net

$259,374
- $0 tax
= $259,374 net

Total net = $523,652



Asset Location

Tax Deferred Taxable Tax Free

Total net = $487,604 

B, 5%, ordinary income
$100,000

C, 5% capital gain
$100,000

A, 10% capital gain
$100,000

$162,889
- $49,306 tax
=$113,582 net

$162,889
- $12,194 tax
= $150,695 net

$259,374
- $0 tax
= $259,374 net

Total net = $523,652



Improving on Index Investing

10 of the 500 companies make up 27.2% 
of the entire index!







Improving on Index Investing





Improving on Index Investing
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