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Presentations are intended for educational purposes only and do not replace independent professional judgment. The information discussed is basic and general in nature and is intended for educational purposes only. No 
specific product or companies are being solicited. It is recommended that you consult the advice of certified professionals regarding your specific situation. Please understand that laws and regulations are subject to local 
variations and may have different interpretations. Therefore, should legal advice be required, it is recommended that you seek the advice of a qualified attorney in your state of residence. No specific investment advice is ever 
intended. Financial products can vary, therefore, always examine the detail of the product structure, provisions and features. Any discussions regarding interest rates, rates of return, and tax rates are purely hypothetical and not 
intended to represent assurances or guarantees. The presenters of this information are not related to, endorsed by, nor connected with and not approved by any Government Agency or organization. Before investing or using 
any strategy, individuals should consult with their tax, legal, or financial advisor. All information contained in this presentation has been derived from sources deemed to be reliable but cannot be guaranteed.



WHAT IS THE TSP?

• The TSP is a way to invest in stocks, bonds and the G Fund. 

• The Thrift Savings Plan (TSP) is a “defined contribution plan.”
• The amount of retirement income you can receive from your TSP 

account depends upon how much you (and your agency, for FERS 
employees) contributed to account during your working years and 
earnings on those contributions. The value of your account and the 
amount of benefits are not guaranteed.

• The contributions are voluntary and are separate from your 
contributions to your FERS Basic Annuity or CSRS annuity.

• For FERS employees, there are two tax benefits to making contributions to 
the regular TSP: 
• Pre-tax: Contributions taken out before taxes withheld, reducing 

taxable income. 
• Tax deferral: Taxes are deferred until you withdraw your money.

• How important is the TSP?
• For FERS employee, the TSP is an integral part of your retirement 

package, along with your FERS Basic Annuity and Social Security.
• For CSRS employees, the TSP is a supplement to the CSRS annuity.



ROTH & REGULAR TSP 

You can choose between two tax treatments for your TSP contributions:

• Traditional (pre-tax)-You defer paying taxes on your contributions and their earnings until 
you withdraw them. If you are a uniformed services member making tax-exempt 
contributions, your contributions will be tax-free at withdrawal but your earnings will be 
subject to tax.

• Roth (after-tax)-You pay taxes on your contributions as you make them (unless you are 
making tax-exempt contributions), and your earnings are tax-free at withdrawal as long 
as you meet certain IRS requirements

Source: tsp.gov

The Treatment of… Traditional TSP Roth TSP

Contributions Pre-tax After-tax
1

Your Paycheck
Taxes are deferred*, so less money is 

taken out of your paycheck.
Taxes are paid up front*, so more 

money comes out of your paycheck.

Transfers In
Transfers allowed from eligible 

employer plans and traditional IRAs
Transfers allowed from Roth 401(k)s, 

Roth 403(b)s, and Roth 457(b)s

Transfers Out
Transfers allowed to eligible employer 

plans, traditional IRAs, and Roth IRAs
2

Transfers allowed to Roth 401(k)s, Roth 

403(b)s, Roth 457(b)s, and Roth IRAs
3

Withdrawals

Taxable when withdrawn Tax-free earnings if five years have 

passed since January 1 of the year you 

made your first Roth contribution, AND 

you are age 59½ or older, permanently 

disabled, or deceased



TO CLEAR UP THE CONFUSION

• The difference between a ROTH IRA and a ROTH TSP: 

Roth TSP Roth IRA

 Required Minimum Distributions NO No Phase Out!!!!

Income Limitation for Contributions No YES Single/Head of House Hold: $146,000- $161,000

Married Filing Joint: $230,000 - $240,000

Annual Maximum Contributions $23,000 $7,000

Catch Up Provision 50+ $7,500 $1,000

Total Potential Annual Contribution $30,500 $8,000



TSP FUND BASICS

When your beneficiary participant account is first established, its balance is no longer invested 
according to any previously selected investment allocation. Instead, the entire balance is 
invested in the Lifecycle (L) Fund targeted most closely to the year you turn 62 (or the L Income 
Fund if you are age 62 or older). This investment remains in place unless you make an interfund 
transfer.

The TSP offers you two approaches to investing your money:

The L Funds - These are "lifecycle" funds that are invested according to a professionally designed 
mix of stocks, bonds, and Government securities. You select your L Fund based on your "time 
horizon," the future date at which you plan to start withdrawing your money. Depending on your 
plans, this may be right away or some time in the future.

Individual Funds - You can make your own decisions about your investment mix by choosing 

from any or all of the individual TSP investment funds (G, F, C, S, and I Funds).

Choosing how to invest your account is completely up to you. You may invest in any fund or 
combination of funds. Note: Because the L Funds are already made up of the five individual 
funds, you may be duplicating your investments if you invest simultaneously in an L Fund and the 
individual TSP funds.

Source: TSP.GOV



THE TSP FUNDS: WHAT IS INSIDE?

The Lifecycle funds
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The Traditional Funds
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US stocks, large 
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International 
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Mutual Funds (added June 2022)
The mutual fund window is designed for TSP participants who are interested in greater investment flexibility. If your account meets 
certain eligibility criteria, you can choose to access a selection of mutual funds. As with most mutual funds, this flexibility comes with 
fees:
•$55 annual fee to ensure that use of the mutual fund window does not indirectly increase TSP administrative expenses for TSP 
participants who choose not to use the mutual fund window.
•$95 annual maintenance fee
•$28.75 per trade fee
•Other fees and expenses specific to chosen mutual funds
If you choose to invest through the mutual fund window, your initial investment must be at least $10,000, and you may not invest more 
than 25% of your total account in the mutual fund window.



L FUNDS ALLOCATION COMPARISON
L Income
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THE INDIVIDUAL FUNDS

The TSP has five individual investment funds:

• The Government Securities Investment (G) Fund - The G Fund is invested in short-term U.S. Treasury 
securities. It gives you the opportunity to earn rates of interest similar to those of long-term 
Government securities with no risk of loss of principal. Payment of principal and interest is guaranteed 
by the U.S. Government. The interest rate paid by the G Fund securities is calculated monthly, based 
on the market yields of all U.S. Treasury securities with 4 or more years to maturity.

• The Fixed Income Index Investment (F) Fund - The F Fund is invested in a bond index fund that tracks 
the Bloomberg Barclays U.S. Aggregate Bond Index. This is a broad index representing the U.S. 
Government, mortgage-backed, corporate, and foreign government sectors of the U.S. bond 
market. This fund offers you the opportunity to earn rates of return that exceed money market fund 
rates over the long term (particularly during periods of declining interest rates).

• The Common Stock Index Investment (C) Fund - The C Fund is invested in a stock index fund that 
tracks the Standard & Poor's 500 (S&P 500) Index. This is a broad market index made up of the stocks 
of 500 large to medium-sized U.S. companies. It offers you the potential to earn the higher investment 
returns associated with equity investments.

• The Small Capitalization Stock Index (S) Fund - The S Fund is invested in a stock index fund that tracks 
the Dow Jones U.S. Completion Total Stock Market (TSM) Index. This is a market index of small and 
medium-sized U.S. companies that are not included in the S&P 500 Index. It offers you the opportunity 
to earn potentially higher investment returns that are associated with "small cap" investments. The S 
Fund has greater volatility than the C Fund.

• International Stock Index Investment (I) Fund - The I Fund is invested in a stock index fund that tracks 
the MCSI EAFE (Europe, Australasia, Far East) Index. This is a broad international market index, made 
up of primarily large companies in 22 developed countries. It gives you the opportunity to invest in 
international stock markets and to gain a global equity exposure in your portfolio.



RECENT INVESTMENT RETURNS 
FOR THE TSP FUNDS

Year

G Fund
Bonds/US 
Govt Short 

Term

F Fund
Bonds/US 

Intermediate

C Fund
Stocks- Large 

US 
Companies 

(S&P 500)

S Fund
Stocks –

Small and 
Medium US 

Companies

I Fund
Stocks -

International

Inception 

date
4/1/1987 1/29/1988 1/29/1988 5/1/2001 5/1/2001

1 year 4.22% 5.58% 26.25% 25.30% 18.38%

3 year 2.86% -3.21% 9.97% 1.28% 4.32%

5 year 2.35% 1.16% 15.65% 11.88% 8.51%

10 year 2.32% 2.02% 12.03% 8.64% 4.63%

Since 

inception
4.66% 5.36% 10.81% 9.01% 5.05%

Rates of return (as of December 31,2023)



TSP ANNUAL RETURNS
INDIVIDUAL FUND (G, F, C, S, & I) ANNUAL RETURNS



ASSET ALLOCATION
CHOOSING YOUR INVESTMENT MIX

If you decide not to invest in the L Funds and you would rather choose your own investment mix from the G, F, C, 

S, and I Funds, remember that your investment allocation is one of the most important factors affecting the 

growth of your account. If you prefer this approach, keep the following points in mind:

Consider both risk and return. Over a long period of time, the F Fund (bonds) and the C, S, and I Funds (stocks) 

have higher potential returns than the G Fund (Government securities). But stocks and bonds also carry the risk of 

investment losses, which the G Fund does not. On the other hand, investing entirely in the G Fund may not give 

you the returns you need to keep up with inflation or meet your financial needs.

You need to be comfortable with the amount of risk you expect to take. Your investment comfort zone should 

allow you to use a "buy and hold" strategy so that you are not chasing market returns during upswings, or 

abandoning your investment strategy during downswings.

You can reduce your overall risk by diversifying your account. The five individual TSP funds offer a broad range of 

investment options, including Government securities, bonds, and domestic and foreign stocks. Generally, it's best 

not to put "all of your eggs in one basket.“

The amount of risk you can sustain depends upon your investment time horizon. The more time you have before 

you need to withdraw your account, the more risk you can take. (This is because early losses can be offset by 

later gains.)

Periodically review your investment choices. Check the distribution of your account balance among the funds to 

make sure that the mix you chose is still appropriate for your situation. If not, rebalance your account to get the 

allocation you want. You can rebalance your account by making an interfund transfer*
*When you make an interfund transfer, you choose the new percentage you want invested in each fund. You cannot move specific dollar amounts 

among the funds. Also, you cannot move specific types of money among the funds



UNDERSTANDING THE 4% 

WITHDRAWAL RULE

The Trinity University study (one of the most widely-cited papers in retirement planning) aims to 
cut through all of that complexity and boil down drawdown strategies down to a single 
number. If an investor withdraws a fixed percentage of their assets annually for retirement 
expenses, what is the likelihood that they will outlive their savings?

Withdrawal Rate 100/0 75/25 50/50 25/75 0/100

3% 100% 100% 100% 100% 84%

4% 98% 100% 96% 80% 35%

5% 80% 82% 67% 31% 22%

6% 62% 60% 51% 22% 11%

7% 55% 45% 22% 7% 2%

8% 44% 35% 9% 0% 0%

The 4% withdrawal rate and a 50/50 or 75/25 portfolio gives excellent portfolio success 
rates:

You need to have significant stock exposure during retirement

Most investors assume that in retirement, you need to become extra conservative in your investments to avoid big 

market losses. It turns out that the opposite is true. According to the results of this study, a 50/50 portfolio would 

be the minimum stock allocation to maintain a high portfolio success rate using a 4% withdrawal rate. A 75/25 

portfolio could potentially have a higher portfolio success rate and end of retirement portfolio value. A 100% bond 

portfolio fails more than half the time using the 4% withdrawal rule.



ASSET  ALLOCATION

Lifecycle Fund Stocks Bonds

L-2050 84% 16%

L-2030 64% 36%

L-Income 25% 75%



HAVE YOU HEARD….

The CLOSER you get 

to retirement 

The MORE conservative

you get



LOSS OF PURCHASING POWER: 
WHAT HAPPENS WHEN YOU START 

SPENDING?
Example: At the beginning of 1993, retirees Bill, Jack and Mary each have $10,000 in the 

TSP. They each invest in one fund: Bill in G, Jack in F and Mary in C. They annually withdraw 

enough to buy 2000 first class stamps (after paying taxes of 30%). 

Note: This is for illustration purposes only. Past performance is no guarantee of future 
performance. All investments involve the risk of loss. The data assumes reinvestment of all income. 
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F Fund investor - Bonds
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ASSET  ALLOCATION

Stocks Bonds

84% 16%

64% 36%

20% 80%



SEQUENC
E OF 

RETURNS 
RISK



SEQUENCE OF RETURNS RISK



SEQUENCE DEFENSE





IRA                      IRA

Market Sensitive Principle Protection

TOTAL

$ø



REQUIRED MINIMUM DISTRIBUTIONS (RMDs)

• If you were born on July 1, 1949, or later, you do not have to take an RMD until age 72. If you were born before 
that, you fall under the old RMD rules, and you’ll be forced to withdraw money (whether you need it or not) every 
year starting after age 70½.

• The penalty for not taking an RMD on time is 50% of the required distribution amount

• Timing and calculations:

• You must take an RMD each calendar year. Calculate the RMDs by dividing the account value on December 31 of the 
previous year by your “life expectancy.” The result is that year’s RMD. You must withdraw that amount during the 
calendar year.

• Life expectancy is found on an IRS Uniform Lifetime Table for Calculating RMDs. Use age as of December 31st for the 
year you are calculating the distribution. 

• Everyone uses this table except owners whose spouses are more than 10 years younger. They use the Joint Life 
Expectancy Table, which normally produces lower required distributions.

• Some exceptions: 

• The first withdrawal may be postponed until April 1 of the following year. 

• Federal employees do not have to start TSP RMDs until they leave Federal service. However, they must start IRA 
RMDs.

• There are no RMDs for Roth IRAs.

• Example:  

• TSP account was worth $100,000 at the end of last year. 

• Retiree turns 75 this year. The Uniform Table indicates a life expectancy of 22.9 years. 

• The RMD is $4367 ($100,000/22.9) and must be made by the end of the year. 

• Multiple accounts:

• Multiple IRAs -- All of the RMDs can be taken from one IRA or a portion from all.

• Multiple qualified retirement plans (TSP, 401(k), 403(b), etc.) -- Calculate the RMD for each plan and take the RMD 
from each plan. 



RMDS

INCREA

SE…

Assumes 5% annual return and starting value of $500,000

NOTE:

The age for withdrawing from retirement accounts was increased in 2020 to 72 from 70.5. (Note that the 

SECURE 2.0 Act will raise the age for RMDs to 73 for those who turn 72 in 2023.) Therefore, your first RMD 

must be taken by April 1 of the year after which you turn 72 (73 in 2023). After that your RMDs must be 

taken by December 31 of each year.

AGE 70 ½…72…73



WHICH RMD TO USE?

NO RMD’s for ROTH TSP/401(k)

Age Individuals impacted Effective Year

Age 72 (or 70 1⁄2) Born 1950 or earlier -

Age 73 Born 1951 – 1959 2023

Age 75 Born 1960 or later 2033



RMD

TSP IRA IRA

$100,000 $100,000 $100,000

X 4%

$4,000

X 4%

$4,000

X 4%

$4,000

RMD



RMD

TSP IRA IRA

$100,000 $100,000 $100,000

X 4%

$4,000

X 4%

$8,000

RMD



IRA                      IRA

Market Sensitive Principle Protection

TOTAL

$ø



ROTH OR REGULAR TSP?

You can choose between two tax treatments for your TSP contributions:

• Traditional (pre-tax)-You defer paying taxes on your contributions and their earnings until 
you withdraw them. If you are a uniformed services member making tax-exempt 
contributions, your contributions will be tax-free at withdrawal but your earnings will be 
subject to tax.

• Roth (after-tax)-You pay taxes on your contributions as you make them (unless you are 
making tax-exempt contributions), and your earnings are tax-free at withdrawal as long 
as you meet certain IRS requirements

Source: tsp.gov

The Treatment of… Traditional TSP Roth TSP

Contributions Pre-tax After-tax
1

Your Paycheck
Taxes are deferred*, so less money is 

taken out of your paycheck.
Taxes are paid up front*, so more 

money comes out of your paycheck.

Transfers In
Transfers allowed from eligible 

employer plans and traditional IRAs
Transfers allowed from Roth 401(k)s, 

Roth 403(b)s, and Roth 457(b)s

Transfers Out
Transfers allowed to eligible employer 

plans, traditional IRAs, and Roth IRAs
2

Transfers allowed to Roth 401(k)s, Roth 

403(b)s, Roth 457(b)s, and Roth IRAs
3

Withdrawals

Taxable when withdrawn Tax-free earnings if five years have 

passed since January 1 of the year you 

made your first Roth contribution, AND 

you are age 59½ or older, permanently 

disabled, or deceased



STEP #4: UNDERSTANDING YOUR TAX 
PICTURE

Will you be in a Lower, Same, or 
Higher TAX BRACKET when you 

retire?



Years ---> 1 -- 20

$18,000 @ 5% ROR ----> 401(k) = 

$624,947

X 4% 

$24,997

-$7,749 (taxes, Fed 25% + State6%)

$17,248.00

Years ---> 1 -- 20

$18,000  x 25% Fed + 6% State 

=

$12,420 @ 5% ROR ----> Roth = 

$431,213

 X 4% 

$17,248.00

A 

Traditional 401(k)

B 

Roth 401(k)

TRADITIONAL VS ROTH



TARGET RETIREMENT INCOME



PRESENT

PRESENT POSITION FINANCIAL MODEL



See what marginal tax bracket you fall into: Your Line 15: $183,000 ~ So, what marginal rate are you in now? 

How many of you think you will be in a lower tax bracket when you retire? 



Taxable 
Income

IRS form 1040



SUE RETIRE

MODEL



RMD & SS 

FINANCIAL MODEL



WHERE do you think taxes will be in your future?
Your opinion matters



ROTH OR REGULAR TSP --
WHAT IS THE BEST CHOICE?

• Critical decision factors 

• Can you afford higher taxes when making the Roth contributions

• Tax rate differential (contribution years vs. withdrawal years)

• Time horizon for needing funds to meet annual living expenses

• Rate of return on investments

• Concern about benefiting heirs.

• Advantages of Roth TSP:

• Potentially tax free withdrawals

• Heirs inherit a tax-free asset

• Roth withdrawals do not increase your taxable income, which may lower taxes on Social Security 
benefits and/or reduce Medicare premiums.

• Good candidates: Younger employees, those who won’t need to withdraw funds for a long time, 
expect to be in a higher tax bracket when retired and more aggressive investors.

• Disadvantages of Roth TSP:

• Paying taxes early

• Five year holding period before withdrawals are tax free

• Higher taxable income may reduce eligibility for some tax credits and deductions while you are working.

• Bad candidates: Will be in a lower tax bracket when funds are withdrawn, expect to need funds from 
TSP soon, conservative investors.



STRETCH IRA IS BACK SECURE ACT 2.0

Scenario 1

Spouse A
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All Taxable at 
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Spouse A
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Spouse A
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Spousal 

Continuation

Spouse B

DIES

Stretch 
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CASH FLOW AND DEBT



Thank you for your time today.  Kindly fill out our feedback survey:

https://www.surveymonkey.com/r/DCSOFASURVEY

DC Metropolitan Chapter www.dcsofa.org

Presentations are intended for educational purposes only and do not replace independent professional judgment. The information discussed is basic and general in nature and is intended for educational purposes only. No 
specific product or companies are being solicited. It is recommended that you consult the advice of certified professionals regarding your specific situation. Please understand that laws and regulations are subject to local 
variations and may have different interpretations. Therefore, should legal advice be required, it is recommended that you seek the advice of a qualified attorney in your state of residence. No specific investment advice is ever 
intended. Financial products can vary, therefore, always examine the detail of the product structure, provisions and features. Any discussions regarding interest rates, rates of return, and tax rates are purely hypothetical and not 
intended to represent assurances or guarantees. The presenters of this information are not related to, endorsed by, nor connected with and not approved by any Government Agency or organization. Before investing or using 
any strategy, individuals should consult with their tax, legal, or financial advisor. All information contained in this presentation has been derived from sources deemed to be reliable but cannot be guaranteed.

https://www.surveymonkey.com/r/DCSOFASURVEY
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