
“Roth contributions” might be one of those terms that you’ve heard before but aren’t sure what 
it means. And if your employer-sponsored 401(k) or 403(b) plan allows them, they could help you 
get more out of your savings when you retire.

How are Roth contributions different from regular contributions?
It has a lot to do with taxes and when you pay them. And remember,  
the higher your income, the higher your tax rate. 

Regular contributions to your 401(k) or 403(b)

•	 You don’t pay income taxes on the money when you contribute. 
•	 You do pay income tax when you withdraw it.
•	 May be better if you think your tax rate will go down when you retire. 

Roth contributions

•	 You do pay income tax on the money right when you contribute it. 
•	 You don’t pay income tax when you withdraw it, as long as you’re  

at least age 59 ½, and the money has been in your account for at  
least five years.

•	 May be better if you think your tax rate will be higher when you retire.

Are Roth contributions 
right for you?
They may be if you:

•	 Are a consistent saver.

•	 Are on track to exceed your 
estimated retirement needs.

•	 Can’t participate in a Roth IRA.

•	 Think your income tax rate will 
be higher in retirement than it 
is now.

Get the most you can out  
of your retirement savings.
Decide whether Roth contributions are right for you.

Pay taxes now or later?
Figuring out whether you’ll pay more taxes now or when you retire 
can be tricky. However, as long as your employer’s plan allows it, you 
can make a combination of both regular and Roth contributions to 
help balance out what you owe.

Need help deciding which contributions are right for you?
We can help. Go to principal.com/roth to use the Roth calculator.  
Then if you’re ready, choose which kind of contributions you want to make.

http://principal.com/roth


The subject matter in this communication is provided with the understanding that Principal® is not rendering legal, accounting or tax 
advice. You should consult with appropriate counsel or other advisors on all matters pertaining to legal, tax or accounting obligations 
and requirements.
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