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What Is a Roth Conversion? Rules, Taxes, and More

A Roth IRA conversion involves moving assets from other retirement plans into your Roth IRA. Learn how to convert a Roth IRA
and whether it's right for you.

Source: Charles Schwab | Hayden Adams | August 5, 2026

A tax-planning trade-off

Converting retirement savings to a Roth IRA is ultimately a tax trade-off: You generally pay taxes now in exchange for the
potential of tax-free withdrawals later.

That can be appealing if you expect your tax rate to be higher in the future, want more flexibility for managing taxable
income in retirement, or want a tax-efficient way to pass retirement assets to heirs. But a conversion can also increase
your current-year taxable income, affect other income-based costs, and create a tax bill that usually cannot be undone.

Because the decision depends on your tax bracket, timeline, cash flow, and retirement goals, a Roth conversion is often
best evaluated as part of a broader tax-planning strategy - not as an all-or-nothing move.

Key Takeaways

» A Roth conversion lets you move eligible retirement assets into a Roth IRA, but the tax implications can be significant.
» A Roth conversion may make sense if you expect your marginal tax rate to be higher in the future than it is today.
 Unlike direct Roth IRA contributions, Roth conversions are not subject to Roth IRA income limits or a contribution phase-out range.

» A Roth conversion is different than a Roth IRA contribution; contributions add new money to the account, while conversions move existing retirement
assets into it.

+ Once assets are in a Roth IRA, future investment growth may be tax-free if withdrawal requirements are met.1

What is a Roth conversion?

A Roth conversion is the process of moving all or part of your savings from an eligible, pre-tax retirement account into a Roth IRA. In
many cases, this means converting money from a traditional IRA, SEP IRA, or SIMPLE IRA.

Some workplace retirement plans also allow a related transaction, called an in-plan Roth rollover. This generally involves moving eligible
pre-tax money from a 401(k), 403(b), or 457(b) into a designated Roth account within the same employer plan, if the plan allows it.
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FUNDAMENTALS AND TAX IMPLICATIONS

Roth Conversion Fundamentals and Tax Implications

How conversions differ, operate, and create taxable income

Roth IRA conversions vs. Roth IRA contributions
The main difference between a Roth conversion and a Roth IRA contribution is the source of the money.

A Roth IRA contribution involves putting new money into the account, subject to annual contribution limits and income rules. Eligibility to
contribute directly to a Roth IRA is based on your modified adjusted gross income (MAGI) and tax filing status, and contribution limits
phase out at higher income levels.

A Roth conversion, on the other hand, involves moving existing retirement assets into a Roth IRA. Income limits that apply to direct Roth
IRA contributions do not apply to Roth conversions.

How does a Roth conversion work?

When you convert assets to a Roth IRA, the pre-tax amount you converted is added to your taxable income for that year. Once the assets
are in the Roth IRA, future earnings may grow tax-free, and qualified withdrawals may also be tax-free.

A conversion does not have to be all or nothing. You may be able to convert part of an account, rather than the entire balance. For some
investors, making partial conversions over multiple years can make it easier to manage the tax impact.

Not all assets are eligible for conversion. Required minimum distributions (RMDs), for example, cannot be converted to a Roth IRA and
must be taken before any conversion is completed. Also inherited assets are generally not eligible for a Roth conversion.

Roth conversion tax implications
The biggest tradeoff in a Roth conversion is the upfront tax bill.
Money in a traditional IRA or other pre-tax retirement account typically has not yet been taxed. When you convert those assets to a Roth

IRA, the taxable amount is generally treated as ordinary income for that year. A larger conversion can increase your taxable income and
may push part of your income into a higher tax bracket.

A Roth conversion can also affect other income-based items, including Medicare premiums, taxes on Social Security benefits, and
eligibility for certain tax credits or tax deductions. For that reason, many investors evaluate not just whether to convert, but how much to
convert in a given tax year.

Core Conversion Rules

There's no income limit for Roth conversions

Income limits apply to direct Roth IRA contributions, but not to
conversions. That means high earners who make too much to
contribute directly to a Roth IRA may still be able to convert eligible
retirement assets.

Roth conversions generally cannot be undone

Roth conversions made in 2018 or later generally cannot be
recharacterized back to a traditional IRA. Once the conversion is
complete, you can't reverse it.

Withdrawal timing rules still matter

There's no annual limit on conversion amounts

Annual IRA contribution limits do not apply to Roth conversions.
However, converting a larger amount can create a larger tax bill, so
the practical limit is often tax-related rather than rule-related.

RMDs cannot be converted

If you're required to take an RMD for the year, you generally must
take it before converting additional eligible assets. The RMD itself is
not eligible to be rolled over into a Roth IRA.

Roth IRAs have special withdrawal rules. Qualified distributions generally require a five-year holding period and another qualifying condition, such
as reaching age 59%:. Conversions also have their own five-year holding rule for penalty purposes, so it is important to understand the withdrawal

rules before converting money you may need soon.
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CONVERSION DECISION CONSIDERATIONS

When a Roth Conversion May or May Not Make Sense

A balanced view of the situations that can strengthen or weaken the case for converting

When It May Make Sense
A Roth conversion may be worth considering if:

You expect your tax rate to be higher later

If you expect to be in a higher tax bracket in retirement, paying
taxes now at a lower rate may be beneficial.

You have a lower-income year

A year with unusually low income can create an opportunity to
convert some retirement assets at a lower tax cost. This can
happen after leaving a job, early in retirement before RMDs
begin, or during a temporary income gap.

You want more tax diversification

Having both tax-deferred and potentially tax-free retirement
assets can give you more flexibility when deciding where to pull
income from in retirement.

You want to reduce future RMD pressure

Traditional IRAs are generally subject to RMDs later in life.
Roth IRAs are not subject to RMDs during the original owner's
lifetime, so converting some assets may reduce future forced
taxable withdrawals.

You want to leave Roth assets to heirs

If you don't expect to spend all your retirement savings, a Roth
conversion may support your estate planning goals by allowing
beneficiaries to inherit Roth assets instead of tax-deferred
retirement assets.

That can be attractive, because qualified Roth IRA withdrawals

are generally tax-free to your heirs. However, inherited Roth
IRAs are still subject to RMDs for most beneficiaries.

Is a Roth conversion right for you?

When It May Not Make Sense
A Roth conversion may be less appealing if:

You expect your tax rate to be lower later

If you're likely to pay taxes at a lower rate in retirement,
converting now may mean paying taxes sooner and at a higher
rate than necessary.

You need the money soon

The less time the money has to remain invested, the less
opportunity there is for tax-free growth to offset the upfront tax
cost. Generally, if you need the converted assets to pay for
living expenses within the next five years, a Roth conversion
may not make sense.

The conversion creates too large a tax bill

A large conversion can push more income into a higher tax
bracket or affect other income-based costs.

You would need retirement assets to pay the taxes

Using IRA assets to cover the tax bill can reduce the amount
that ends up in the Roth IRA, which may weaken the long-term
benefit of the conversion. If you're under age 59, using
retirement funds to pay the tax bill may also create additional
penalty issues. In many cases, paying the tax bill with
non-retirement assets may help preserve more of the
converted amount for potential tax-free growth. By paying the
tax bill with taxable account assets, you're essentially
exchanging them for Roth assets.

You plan to leave IRA assets to charity

Traditional IRA assets can be efficient for charitable giving,
especially for retirees using qualified charitable distributions. If
charitable giving is a major part of your plan, converting those
assets to a Roth IRA may make less sense.

A Roth conversion can be a useful tax-planning strategy when the potential long-term benefits outweigh the upfront tax cost. For some
investors, converting over multiple years may help manage taxable income while creating more flexibility in retirement and potentially

supporting estate planning goals.

But a conversion is not automatically the right move. The tax impact can depend on your current income, expected future tax rate,
timeline, cash flow, and plans for the assets. Because Roth conversions can affect your tax bracket, Medicare premiums, Social Security
taxes, and other income-based costs, it may help to consult a qualified tax advisor before moving forward.
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FAQ: Roth Conversions

Additional planning questions and source resources

Can a Roth conversion be used for a backdoor Roth IRA?

Yes. A backdoor Roth IRA strategy typically involves making a nondeductible contribution to a traditional IRA and then converting
that money to a Roth IRA.

This strategy is often considered by investors whose income is too high to make a direct Roth IRA contribution. However, the tax
treatment can be more complicated if you have other traditional, SEP, or SIMPLE IRA assets.

Because a backdoor Roth IRA can involve both contribution and conversion rules, it may be worth consulting a tax advisor before
using this strategy.

How does a Roth conversion affect an inherited IRA?
A Roth conversion can affect what beneficiaries inherit. If you convert traditional IRA assets to a Roth IRA during your lifetime, your
beneficiaries may inherit Roth IRA assets, which are generally tax-free.

However, inherited Roth IRAs are still subject to beneficiary distribution rules, and beneficiaries may need to withdraw all assets
from the account within a certain period after the original owner's death.

Whether converting assets for heirs makes sense depends on several factors, including your tax rate, your beneficiaries' tax
situations, how long the assets may remain invested, and whether you expect to use the money during your lifetime.

Can you undo or recharacterize a Roth conversion?

No. Roth conversions made in 2018 or later usually cannot be recharacterized back to a traditional IRA.

In the past, some investors could reverse, or "recharacterize," a Roth conversion if the conversion no longer made sense. That
option is no longer available for most Roth conversions. As a result, it is important to evaluate the tax impact before completing a
conversion.

1 Earnings on Roth 401(k) contributions are eligible for tax-free treatment as long as the distribution occurs at least five years
after the year you made your first Roth 401(k) contribution and you have reached age 59%2, have become disabled, or have
died.

Related Charles Schwab Resources

Timing a Roth IRA Conversion Roth IRA Conversion and Taxes Saving on an Irregular Income
Article | Aug 14, 2026 Article | Aug 6, 2026 Article | Aug 5, 2026
View article View article View article

Which IRA is right for you?
Learn the basics | RETIREMENT | IRA | RETIREMENT INCOME
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IMPORTANT INFORMATION

Important Information and Source Attribution

Source, legal, and regulatory information

This material is intended for general, informational and
educational purposes only. This should not be considered
an individualized recommendation or personalized
investment advice. The securities, investment products and
investment strategies mentioned are not suitable for
everyone. Each investor needs to review an investment
strategy for his or her own particular situation before
making any investment decisions.

All expressions of opinion are subject to change without
notice in reaction to shifting market, economic or political
conditions. Data contained herein from third party providers
is obtained from what are considered reliable sources.
However, its accuracy, completeness or reliability cannot
be guaranteed.

For illustrative purpose(s) only. Individual situations will
vary. Not intended to be reflective of results you can expect
to achieve.

Investing involves risk, including loss of principal.

This information is not a specific recommendation,
individualized tax, legal, or investment advice. Tax laws are
subject to change, either prospectively or retroactively.
Where specific advice is necessary or appropriate,
individuals should contact their own professional tax and
investment advisors or other professionals (CPA, Financial
Planner, Investment Manager, Estate Attorney) to help
answer questions about specific situations or needs prior to
taking any action based upon this information.

Roth IRA conversions require a 5-year holding period
before earnings can be withdrawn tax-free and subsequent
conversions will require their own 5-year holding period. In
addition, earnings distributions prior to age 59 are subject
to an early withdrawal penalty.

Source Attribution

Adapted from an article published by Charles Schwab: What Is a
Roth Conversion? Rules, Taxes, and More, August 5, 2026, by
Hayden Adams.

View original article

Schwab does not provide tax advice. Clients should consult
a professional tax advisor for their tax advice needs.

The Schwab Center for Financial Research is a division of
Charles Schwab & Co., Inc.

0726-M7FR

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, the Bank or any of its Affiliates ¢
Subject to Investment Risks, Including Possible Loss
of Principal Amount Invested

The Charles Schwab Corporation provides a full range of
brokerage, banking and financial advisory services through
its operating subsidiaries. Its broker-dealer subsidiary,
Charles Schwab & Co., Inc. (member SIPC), and its
affiliates offer investment services and products. Its
banking subsidiary, Charles Schwab Bank, SSB (member
FDIC and an Equal Housing Lender) provides deposit and
lending services and product. Its banking subsidiary,
Charles Schwab Premier Bank, SSB (member FDIC)
provides cryptocurrency services and products.

This site is designed for U.S. residents. Non-U.S. residents
are subject to country-specific restrictions. Learn more
about our services for non-U.S. residents, Charles Schwab
Hong Kong clients, Charles Schwab U.K. clients.

© 2026 Charles Schwab & Co., Inc. All rights reserved.
Member SIPC. Unauthorized access is prohibited. Usage
will be monitored.

Panorama / Quincy Wells Disclosure

Panorama Financial Group and Quincy Wells Capital, LLC are
separate entities. Securities offered through Quincy Wells
Capital, LLC, member FINRA/SIPC. Advisory services are
offered through Quincy Wells Advisors, LLC, an SEC registered
investment advisor.
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