
Investment Commentary
Rules of the Road for Navigating Required Minimum Distributions (RMDs)

Once you reach age 70 ½, it’s important to consider how Required Minimum Distribu-
tions (RMDs) fit into your annual withdrawal strategy from your investment portfolio.  
That’s because upon reaching this milestone, the IRS requires you to: 1) withdraw at 
least a minimum amount each year from each of your retirement plans; and 2) pay 
ordinary income taxes on the taxable portion of your withdrawal.  This includes IRAs 
(except Roth IRAs), 401(k)s, 403(b)s and Inherited IRAs.  (Note:  In the case of Inherited 
IRAs, RMDs must begin in the year following the death of the original IRA owner).  The 
money investors have saved in those accounts have grown tax-free over the years, and 
at age 70 ½ Uncle Sam wants to start collecting his share.  The stakes for not under-
standing the rules that apply to RMDs can be high.  For example, if you take an RMD for 
a calendar year that’s less than what the IRS requires, you can be hit with a tax penalty 
of 50% on the shortfall.  So, it’s important to understand basic rules to avoid penalties, 
to minimize taxes and to leverage gifting and planning opportunities. The following is 
intended to serve as a general primer.

Rule #1:     Know how to calculate the right amount
Your RMD will be based on the balance of your tax-deferred accounts as of December 
31st of the previous year.  Therefore, the size of your RMDs changes every year.  The 
balance is divided by a life expectancy factor based on your age.  However, if your 
spouse is more than 10 years younger than you and is your sole beneficiary, the Joint 
Life and Last Survivor table should be used to determine the life expectancy factor.  We 
would note that Schwab calculates the annual RMD for each of our client’s tax-deferred 
accounts and publishes this information on their monthly statement.  That said, we are 
glad to provide that information to you upon request and will work with you to be sure 
your RMD is satisfied.
Rule #2:     Know when to take your RMD and that they are taxed as ordinary income
You must take RMDs each year after you turn age 70 ½.  However, in the case of your 
first RMD, you have extra time – until April 1st of the year after you turn 70 ½.  For 
example, if you turn age 70 between January 1st and June 30th in 2019, then your first 
RMD would have to be taken by December 31st of 2019 OR no later than April 1st of 
2020.  In this example, your second RMD also would be due by December 31st of 2020.  
So, by delaying your first RMD, you would end up having to take two distributions in 
the same year.  We would point out that since you will be paying ordinary income taxes 
on both RMDs, taking two RMDs in one year could move you into a higher tax bracket.  
There are potential domino effects from this.  For example, it could make you subject 
to the Medicare high-income surcharge if your Adjusted Gross Income (AGI) rises 
above $85,000 if you’re single, and $170,000 if married filing jointly.
Rule #3:     Know that waiting until 70 ½ to take RMDs is not always the best plan
It should be noted that waiting to make withdrawals from IRAs (whether they be 
taxable IRAs or Roth IRAs) until compelled to by the RMD requirements isn’t always the 
best answer.  Careful planning should occur, particularly at retirement, to determine 
the most tax-efficient strategy for portfolio distributions so as to minimize a client’s 
overall income tax outcome throughout their retirement years.
Rule #4:     Know that RMD rules differ for IRAs and 401(k)s
If you have several traditional IRAs, you can elect to withdraw all RMDs from one or 
more of the accounts.  (Note:  You do not have to take RMDs from Roth IRAs unless 
you’ve inherited the Roth IRA, in which case RMDs must begin the year after the 
account owner’s death).  However, if you have several 401(k)s, you must calculate 
the RMD for each of them and withdraw the RMD from each 401(k).  You cannot take 
401(k) RMDs from IRAs or IRA RMDs from 401(k)s.
Regarding 401(k) distributions:  If you are over 70 ½, you DO NOT need to take an RMD 
from your employer’s 401(k) plan IF you are still working UNLESS you own more than 
5% of the company.  That said, you DO need to take RMDs from traditional IRAs and 
any 401(k)s that you may have with former employers.
Regarding Roth 401(k)s:  Although you don’t need to take RMDs from Roth IRAs (ex-
cept Inherited Roth IRAs), you must take them from Roth 401(k)s even if you are still 
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   1st                Annual
   QTR     1 YR        3 YR         10 YR
Index                                  Returns (As of 03/31/19)

S&P 500 (inc. div.) 13.6% 9.5% 13.5% 15.9%
Russell 2000 14.6% 2.1% 12.9% 15.4%
MSCI ACWI xUS 10.3% -4.2% 8.1% 8.9%
REITs 17.1% 19.4% 8.1% 18.1%
Barcap Agg. Bond 2.9% 4.5% 2.0% 3.8%
90 Day T-Bills 0.6% 2.2% 1.3% 0.5%
     Following a tumultuous close to 2018, 
stocks enjoyed a robust January.  Posi-
tive feedback from ongoing negotiations 
between the United States and China, 
coupled with strong job growth, low infla-
tion, and stable interest rates, helped fuel 
investor confidence that pushed the major 
benchmark indexes to levels not seen in 
decades — despite a partial government 
work stoppage.  As seen in the asset class 
returns above, each of the indexes posted 
notable gains, led by REITs, and followed 
by the small-cap Russell 2000, the large 
cap S&P 500, and the MSCI AC World xUS 
international developed markets. 
     Stocks continued to climb in Febru-
ary, albeit not at the breakneck pace of 
the previous month.  Corporate earnings 
reports were generally positive, and trade 
talks between the United States and China 
continued with no deal being reached, but 
signs of a favorable resolution in sight.  The 
partial government shutdown ended at the 
end of January.  The Federal Reserve at the 
Federal Open Market Committee (FOMC) 
indicated that it was inclined to refrain from 
increasing the federal funds target interest 
rate range for the foreseeable future.  Inves-
tors continued to push stocks higher.  The 
Russell 2000 again led the way for February, 
increasing its value by over 16% over the 
first two months of 2019. 
     March saw stock values fluctuate on a 
fairly regular basis throughout the month. 
The large caps of the Dow posted minimal 
end-of-month gains, while the Russell 2000, 
which had been riding a solid wave of gains 
during the first two months of the year, 
took a bit of a dive in March, falling over 
2.20% from its February closing value.  Only 
the Nasdaq and S&P 500 posted notable 
gains for the month.
     Nevertheless, the first quarter of 2019 
proved to be a very positive one for 
stocks. It’s notable that each of the equity 
benchmark indexes listed above closed 
the quarter with gains of more than 10%, 
kicking the year off on very solid footing. 
(Source:  Broadridge Advisor)
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any spe-
cific investment, investment strategy, or product made reference to in this commentary, will be profitable, equal any corresponding indicated historical performance level(s), or be suitable for your portfolio. Due to 
various factors, including changing market conditions, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this 
commentary serves as investment advice from New England Guild Wealth Advisors, Inc. To the extent that you have any questions regarding the applicability of any specific issue discussed above to your individual 
situation, you are encouraged to consult with the professional advisor of your choosing.
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working.  If a 401(k) provides for in-service distributions, you may want to roll over your Roth 401(k) to a Roth IRA. 
Rule #5:     Know that processing your RMD request can take time
Although you have until December 31st to take your RMD, we suggest that you don’t wait until the very end of the year.  Process-
ing your request can take time.  Trades may need to be made in your accounts to raise cash for the withdrawals and in some cases 
take more than one day to settle.  The holiday season can result in closed markets or early closes which also can present compli-
cations.  So, we would recommend triggering your request no later than December 15th.
Rule #6:     Know that you can use your RMD to gift tax-free to charities 
After you turn 70 ½, you can give up to $100,000 from your IRA to charity tax-free each year.  This satisfies your RMD and isn’t 
included in your adjusted gross income, thus saving both federal and state income taxes whether you itemize or not.  If you 
don’t need this money for living expenses, it is one way to receive a tax break for your charitable gift; and there are no limits on 
the number of charities you can support.  We are glad to assist you with the logistics of gifting using your RMD (i.e. coordinating 
requests to Schwab; forwarding checks from Schwab to charities with a cover letter for you indicating your intent and amount of 
donation).
Rule #7:     Know the procedure for making a tax-free transfer from your IRA to a charity
Qualified charitable distributions (QCDs) are tax efficient ways to make charitable donations.  This is a direct transfer from an IRA 
to a charity and it’s available to IRA owners who are age 70 ½ or older.  The QCD limit is large and can be done in excess of the 
RMD amount.  Each IRA owner is permitted up to $100,000 in QCDs annually.  Spouses are also allowed $100,000, but a couple 
cannot share the total (i.e. one spouse cannot make a $150,000 QCD if the other only uses $50,000).  Note, there is no carry over 
of any unused QCD allowance.  
First-dollars-out rule:     Once an IRA is subject to RMDs, the first dollars withdrawn during the year are deemed to count toward 
satisfying the RMD.  One of the key benefits of the QCD is that it can count toward satisfying the RMD, thereby excluding that 
income from taxation.  But once that RMD is taken, a future QCD cannot offset the income.  For example, Brendan is 75 and takes 
his full RMD in March and deposits the proceeds into his brokerage account.  In the fall, he wants to do a QCD for that calendar 
year.  The subsequent distribution won’t offset the income from the RMD taken earlier; it will be part of Adjusted Gross Income 
(AGI) and the IRA owner would deduct on Schedule A.  For investors taking their first-time RMDs, early QCDs can be more com-
plicated depending on when they actually turn 70 ½.  It’s important to plan ahead to be sure the process can be achieved if you 
are dealing with a potentially small window of time.  So, if you are turning 70 ½ this year and are interested in making a QCD, we 
would be glad to guide you through this planning process.  (Investment News January 21, 2019: Ed Slott, CPA)
Rule #8:     Know that you can avoid taking RMDs by converting traditional IRAs to a Roth
If you convert a traditional IRA to a Roth IRA, you’ll pay taxes on the conversion, but then the money will grow tax-free in the Roth 
and will not be subject to future RMDs during the IRA owner’s lifetime.  However, if you are 70 ½ or older when you convert, you 
can’t avoid the RMD entirely.  You must take that year’s RMD prior to the conversion.
Rule #9:     Know that you cannot take your RMDs from your Spouse’s IRA or 401(k)
Despite filing a joint income tax return, IRA and 401(k) accounts are owned individually.  RMDs must be calculated and withdrawn 
separately from each person’s accounts.  Taking your RMD from your spouse’s IRA will not satisfy your RMD.
Rule #10:     Know how to choose the best investments to withdraw
For your assets not managed at the Guild, you should contact the Plan administrator to review how they determine which invest-
ments to sell to raise cash for the RMD.  Some  401(k) administrators automatically take the RMD money pro rata from each of 
your investments unless you can specify otherwise.  This method could result in selling stock or bond funds at a loss (if markets 
have contracted) to raise cash for your distribution.  Instead, you may be able to elect a fixed percentage from a few investments 
or have 100% taken from cash.  If allowed by the Plan, we would suggest that you transfer some money into fixed income/money 
market investments (less volatile) ahead of time to prepare for RMDs.  The administrator would then be instructed by you to take 
the distribution from that fund or account prior to the December 31st deadline.
Rule #11:     Know that RMD rules may change soon
President Trump has signed an executive order that directed the Department of Treasury to review RMD rules.  Consideration is 
being given to making the starting age for RMDs later than 70 ½ and/or decreasing the amount of RMDs once they start.  Given 
that the current tables used to calculated RMDs are nearly two decades old, these are proposed changes that make sense.  How-
ever, it is unlikely that these changes will impact 2019.
In Summary:     As you can see from this article, the distribution rules are complex and ever-changing.  At the same time, they 
present planning opportunities.  Therefore, we recommend that clients with significant retirement plan or IRA assets be familiar 
with them and seek guidance from our team at The Guild before commencing any distributions.  

Cybersecurity Corner:  The Treasury Department has stated that they received DOUBLE the amount of reports related to elderly 
financial abuse last year versus five years ago.  Therefore, we would remind our clients to be vigilant with their financial data. As 
always, please don’t hesitate to contact our Team if you need assistance with the review of questionable requests or transactions 
that could pose potential threats to the security of your data.


