
THE TAX CHALLENGE
Managing When and How You’re Taxed
There are three types of vehicles that you can use to set aside money for retirement. Proper allocation among these 
vehicles can allow you to help enhance your retirement distributions by controlling how and when you are taxed.

BEFORE: Typical allocation—Heavily invested in “Tax Me Later” and “Tax Me Now” vehicles

Most people typically don’t consider how their assets are taxed.

“TAX ME NOW”
• Mutual Funds
• CD/MMAs1

• Real Estate

“TAX ME LATER”
• Traditional 401(k)2

• Traditional IRA/
SEP/SIMPLE

• Annuities3

• 403(b)2

• 457(b)2

“DON’T TAX  
ME AGAIN”

• Municipal Bonds & 
Bond Funds4

• Life Insurance5

• Roth IRA/401(k)6

NON-QUALIFIED
Invest with after-tax dollars; 

potential to enjoy capital gains 
rate on some investments

QUALIFIED
Invest with pre-tax dollars to enjoy  

tax-deferred growth

TAX EXEMPT
Invest with after-tax dollars 

to enjoy income tax-free 
growth potential

AFTER: Balanced approach—More equal diversification among all three vehicles 

GOAL: Money with greater tax control.

“TAX ME NOW”
• Mutual Funds
• CD/MMAs1

• Real Estate

“TAX ME LATER”
• Traditional 401(k)2

• Traditional IRA/SEP/
SIMPLE

• Annuities3

• 403(b)2

• 457(b)2

“DON’T TAX ME  
AGAIN”

• Municipal Bonds & 
Bond Funds4

• Life Insurance5

• Roth IRA/401(k)6

After all, it’s not necessarily how much money you have that is 
important … it’s how much you get to keep that really matters.

Contact your financial professional to discuss how products within these vehicles 
may fit your financial needs along with helping you better diversify your portfolio. 

INVESTMENT AND INSURANCE PRODUCTS ARE: 
• NOT FDIC INSURED 
• NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY
• NOT A DEPOSIT OR OTHER OBLIGATION OF, OR GUARANTEED BY, ANY BANK OR ITS AFFILIATES
• SUBJECT TO INVESTMENT RISKS INCLUDING POSSIBLE LOSS OF PRINCIPAL AMOUNT INVESTED
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1 Certificate of deposit/money market accounts.

2 Does not include amounts invested in Roth 401(k)/TSA/457(b).

3  Non-qualified annuities purchased with after-tax dollars enjoy the same tax-deferred growth and ordinary income taxation as qualified 
annuities.

4 May be subject to alternative minimum tax (AMT) and may impact taxation of social security benefits.

5  Life insurance death benefits are generally income tax-free pursuant to U.S. IRC §101(a). Contract cash values can be accessed during 
the insured’s lifetime via loans and withdrawals. Loans are generally income tax-free as long as the policy remains in force. Withdrawals 
are tax-free to the extent of basis. Policies which are modified endowment contracts (MECs) receive less favorable tax treatment. 

6  Qualified distributions are income tax-free. Roth IRA distributions are qualified if the account has been open for five tax years, and the 
owner is age 59½, dies, is disabled, or is a first-time homebuyer ($10,000 lifetime limit). Roth 401(k) distributions are qualified if the 
plan participant has contributed to the account for five tax years, is 59½, dies, or is disabled. 

We do not provide tax, accounting, or legal advice. Clients should consult their own independent advisors as to any tax, accounting, or 
legal statements made herein.

This material is being provided for informational or educational purposes only and does not take into account the investment objectives or 
financial situation of any client or prospective clients. The information is not intended as investment advice and is not a recommendation 
about managing or investing your retirement savings. If you would like information about your particular investment needs, please contact 
a financial professional.

All guarantees and benefits of the insurance policy are backed by the claims-paying ability of the issuing insurance company. Policy 
guarantees and benefits are not obligations of, nor backed by, the broker-dealer and/or insurance agency selling the policy, nor by any of 
their affiliates, and none of them makes any representations or guarantees regarding the claims-paying ability of the issuing insurance 
company.

Life insurance and annuities are issued by The Prudential Insurance Company of America, Newark, NJ, and its affiliates. Securities 
products and services offered through Pruco Securities, LLC (member SIPC). Each of the foregoing is a Prudential Financial company 
located in Newark, NJ, and each is solely responsible for its own financial condition and contractual obligations. 

Our policies contain exclusions, limitations, reductions in benefits, and terms for keeping them in force. A financial professional can 
provide you with costs and complete details.

It is possible to lose money by investing in securities.

INVESTMENT AND INSURANCE PRODUCTS ARE: 
• NOT FDIC INSURED 
• NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY
• NOT A DEPOSIT OR OTHER OBLIGATION OF, OR GUARANTEED BY, ANY BANK OR ITS AFFILIATES
• SUBJECT TO INVESTMENT RISKS INCLUDING POSSIBLE LOSS OF PRINCIPAL AMOUNT INVESTED

© 2024 Prudential Financial, Inc. and its related entities.
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