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Required Minimum
Distributions Demystified

Required Minimum Distributions (RMDs) are a critical aspect of retirement planning that every retiree must
be aware of. In general, once you reach a certain age—currently 73 for many individuals, but this may vary
based on your birth date'-you’re required by law to withdraw a minimum amount from your retirement
accounts each year. These withdrawals are known as RMDs, and they help ensure that you pay taxes on the
money you’ve saved in tax-deferred accounts like Traditional IRAs, 401(k)s, and similar retirement plans.

The RMD Roadmap:
Navigating Your Course for Retirement Withdrawals
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Which Accounts Are Subject
to RMDs?

Who Needs to Take RMDs?

Individuals with certain tax-deferred accounts

like Traditional IRAs or pre-tax 401(k) accounts Teediiemel (B

Individuals who are RMD age (currently 73 but

Pre-tax 401(k) accounts
this varies based on birth date')

L Pre-tax 403(b) accounts
Recent legislative changes have pushed

the required age from 72 to 73 for those
born between 1951 and 1959.

SEP IRAs and SIMPLE IRAs

In general, you must start taking RMDs by
April 1 of the year after you turn RMD age.

As of 2024, Roth 401(k) accounts and Roth IRAs
are not subject to RMDs while the account
owner is alive.

What Happens If You Don’t Take
Your RMD?

When Do You Need to Take
Your RMD?

If you fail to take your RMD, the IRS imposes
a steep penalty—generally, 25% of the
amount you should have withdrawn.2

RMDs must be taken by December 31
each year.

However, there is an exception:

It's possible to delay your first RMD until
April 1 of the following year—an option
that could have tax implications.

How Are RMDs Calculated?

The IRS provides life expectancy tables to
determine your RMD. The most commonly
used table is the Uniform Lifetime Table,?
which applies to most individuals.

Account Balance on
December 31

The calculation for RMDs during the account
holder's lifetime is typically straightforward:
divide the year-end balance of your retirement
account by the distribution period from the
IRS life expectancy table.

Distribution Period
from IRS Table

3 Key Considerations for Planning Your RMDs

Federal Tax Implications

The amount you withdraw
through RMDs is added to your
taxable income for the year,
potentially pushing you into a
higher tax bracket. That’s why it's
important to plan ahead to help
reduce the impact on your taxes.

Withdrawal Strategies

Some people prefer to withdraw
from accounts with the highest
tax implications first. Another
option is to withdraw from
accounts with lower expected
returns to help preserve
higher-growth investments.
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Spousal Considerations

If your spouse is more than 10
years younger than you, and the
spouse is the sole beneficiary* of
your IRA, you can use a different
IRS table® to calculate your RMD,
which may reduce the amount
you need to withdraw.

How Can You Put Your RMDs to Work?
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Reinvestment

Once you’ve withdrawn your
RMD, you can reinvest the
money into taxable accounts,
such as brokerage accounts.

This way, your money may
continue to grow, although
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Goals-Based Planning

A Financial Advisor can help
provide education and
guidance on strategies to use
with your RMDs while aiming
to help reduce tax impacts.
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Save for Education

You can use your RMD to
contribute to a 529 college
savings plan for a loved one's
education, including college
costs, K-12 expenses, and
student loan repayment.

you will owe taxes on any gains.

Schedule time to speak with our Financial Advisors
who can help you learn more about your RMDs.

Ready to get started?
Click here.

Already a client?
Schedule your next conversation.

Morgan Stanley Virtual Advisor
866-743-5700
8:00 a.m.-7:30 p.m. ET, Monday-Friday

Morgan Stanley Virtual Advisor
888-454-0555
8:00 a.m.-7:30 p.m. ET, Monday-Friday

Please select "Retirement Planning" from the menu when scheduling an appointment.
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1. The age at which an individual must start taking RMDs (“RMD Age”), depends on the individual’s date of birth. RMD Age is (a) age 70" for
individuals born before July 1,1949, (b) age 72 for individuals born after June 30, 1949, but before 1951, and (c) age 73 for individuals born after
1950, but before 1960, and (d) age 75 for all others.

2. Source: "Retirement plan and IRA required minimum distributions FAQs." Page last reviewed or updated 19 August 2024.
https://www.irs.gov/retirement-plans/retirement-plan-and-ira-required-minimum-distributions-faqs

3. Source: "Retirement topics - Required Minimum Distributions (RMDs)." Page last reviewed or updated 20 August 2024.
https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-required-minimum-distributions-rmds

4. A beneficiary is generally any person or entity the account owner chooses to receive the benefits of a retirement account or an IRA after they
die. A sole beneficiary is the only person or entity designated to receive those assets.
https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-beneficiary

5. Source: "IRA required minimum distribution worksheet- Spouse 10 years younger." Page last reviewed or updated 19 August 2024.
https://www.irs.gov/retirement-plans/plan-participant-employee/ira-required-minimum-distribution-worksheet-spouse-10-years-younger

When requesting a consultation, the conversations are educational in nature and do not constitute investment advice.

Morgan Stanley and its affiliates do not provide tax advice, and you always should consult your own tax advisor regarding your personal
circumstances before taking any action that may have tax consequences.

NOTICE: Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not
constitute, advice within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. If you have received
this communication in error, please destroy all electronic and paper copies and notify the sender immediately. Mistransmission intended to
waive confidentiality or privilege. Morgan Stanley reserves the right, to the extent permitted under applicable law, to monitor electronic
communications. This message is subject to terms available at the following link: https://www.morganstanley.com/disclaimers. If you cannot
access these links, please notify us by reply message and we will send the contents to you. By communicating with Moyou acknowledge that
you have read, understand and consent, (where applicable), to the foregoing and the Morgan Stanley General Disclaimers.

Please see our Privacy Pledge for details about how Morgan Stanley handles personal information.
Not all products and services may be available to persons living outside of the United States.

Morgan Stanley Wealth Management
2000 Westchester Avenue, Purchase, NY 10577-2530 USA

When Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors (collectively, “Morgan
Stanley”) provide “investment advice” regarding a retirement or welfare benefit plan account, an individual retirement account or a Coverdell
education savings account (“Retirement Account”), Morgan Stanley is a “fiduciary” as those terms are defined under the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”), and/or the Internal Revenue Code of 1986 (the “Code”), as applicable. When Morgan Stanley
provides investment education, takes orders on an unsolicited basis or otherwise does not provide “investment advice,” Morgan Stanley will
not be considered a “fiduciary” under ERISA and/or the Code. For more information regarding Morgan Stanley’s role with respect to a
Retirement Account, please visit http://www.morganstanley.com/disclosures/dol. Tax laws are complex and subject to change. Morgan Stanley
does not provide tax or legal advice. Individuals are encouraged to consult their tax and legal advisors (a) before establishing a Retirement
Account, and (b) regarding any potential tax, ERISA and related consequences of any investments or other transactions made with respect to a
Retirement Account.

Morgan Stanley Wealth Management is a business of Morgan Stanley Smith Barney LLC.
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