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Albert Einstein reportedly once told his accountant, "the hardest thing in the world to understand is 
income taxes." This observation from the Nobel Prize-winning physicist remains relevant today, as 
our tax system has only grown more complex in the decades since. This year’s tax deadline on 
April 15 is approaching, but taxes are more than a once-a-year obligation – they are an essential 
part of year-round, holistic financial planning. 

As with most aspects of financial success, preparation is key to tax planning and compliance. 
Keeping tax documents like W-2s, 1099s, charitable contribution receipts, and other forms 
organized can save time, help you to share them with your financial advisor and tax professional, 
and give you a springboard to assess tax optimization strategies.

For the same reason, it is critical to consider taxes as part of your overall financial planning to 
ensure you aren’t leaving money on the table. Taxes can be complex, so the importance of a 
proper tax strategy also can’t be overstated. However, not every strategy is right for everyone, so 
it’s also important to seek professional advice and consult your trusted advisor.

To help provide perspective on the importance of tax strategies, here are five insights to think 
about this tax season and beyond.

1. Proactive Retirement Planning Should Consider Taxes

Effective tax management of retirement accounts should be viewed as a year-round strategic 
priority within your comprehensive financial plan, not just a tax season consideration. While 
retirement accounts offer significant tax advantages, maximizing these benefits is not the only 
consideration. Current income, expected income in the future, various life events, and aligning the 
timing of contributions versus other investments requires ongoing attention and planning over a 
lifetime. Whether you are early in your career, approaching, or already in retirement, there are tax 
considerations to be aware of.
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Proactive tax planning helps optimize both retirement account contributions and withdrawals. For 
instance, should you maximize your 401(k) or contribute to an IRA instead? While IRA contributions 
can be made until the tax filing deadline, potentially reducing your previous year's taxable income, 
401(k) contributions must be completed by December 31st. Understanding these different 
deadlines and planning accordingly can help maximize tax advantages. If you are over 50, you also 
have additional opportunities through catch-up contributions.

Tax considerations become even more critical during retirement, particularly regarding Social 
Security and Required Minimum Distributions (RMDs). Rather than waiting until year-end, early 
planning for RMD obligations can help avoid costly penalties and create more efficient withdrawal 
strategies. Given recent regulatory changes to RMD rules, incorporating regular tax planning 
discussions with a trusted advisor has become increasingly important.

2. Make Use of Tax-Advantaged Strategies

Tools like Health Savings Accounts (HSAs), Roth conversions, and backdoor IRA strategies are key 
components of comprehensive tax planning.

HSAs exemplify the power of proactive tax strategies, delivering a triple tax advantage that 
can be leveraged throughout the year: tax-deductible contributions, tax-free growth, and tax-
free withdrawals for qualified medical expenses. 
Roth contributions can benefit those who expect their tax rate to be higher in retirement, 
providing tax diversification and tax-free access for beneficiaries.
For certain individuals, Roth conversions can also be a long-term tax-saving strategy by 
effectively transferring traditional IRA assets to Roth accounts. 
Finally, a backdoor Roth IRA strategy remains an option for those whose income exceeds 
direct Roth IRA contribution limits, though proper execution is crucial to avoid tax 
complications.

Since each individual’s situation is different, you should always speak with your trusted advisor to 
tailor these strategies to your financial goals. 

3. Plan for Your Legacy

Comprehensive wealth transfer planning 
has become an increasingly important 
pillar of financial planning, particularly 
given the evolving tax landscape under 
different political administrations. The 
current federal estate tax framework, 
which allows married couples to transfer 
up to $27.22 million tax-free and 
individuals up to $13.61 million, presents 
an opportunity for legacy planning. 
However, these thresholds highlight just 
one aspect of a broader wealth transfer 
strategy that deserves careful 
consideration.

Effective wealth transfer planning extends 
beyond simply understanding current tax 
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thresholds. It requires a holistic approach that integrates estate planning, tax efficiency, and long-
term family wealth preservation goals. It may even consider philanthropy and charitable goals. By 
taking a proactive stance on wealth transfer planning, families can potentially optimize their tax 
position while ensuring their legacy wishes are fulfilled.

A well-structured wealth transfer plan often incorporates various tools and techniques, from basic 
estate planning documents to more sophisticated trust arrangements. The complexity of these 
options, combined with varying state-level regulations and tax frameworks, makes professional 
guidance invaluable in developing and maintaining an effective strategy. 

4. Investment Tax Implications

Just as investors often focus on capital gains management and tax-loss harvesting near the end of 
the year, the start of the new year can present opportunities as well. It's important to consider both 
to maximize tax efficiency and maintain a well-balanced portfolio.

For prior year liabilities, there are many factors to consider. For instance, the impact of equity 
compensation, alternative investments, or other investing strategies should be considered. One 
example is restricted stock units, also referred to as RSUs, which are generally not taxable until 
they vest. Once they vest, however, they are taxable even if they are not sold. Mutual funds are 
similar with their annual distributions to shareholders counted as income at year end. Municipal 
bond investments, cryptocurrencies, real estate, collectibles, should all be reviewed for tax 
implications by a professional.

Next, it is prudent to take stock of financial needs for the current year. If there are any large 
expenses, charitable giving, or estate planning needs expected in the coming year, a review of the 
most tax efficient funding sources should be reviewed. This is also a good time to discuss 
diversification of a portfolio across asset classes, including optimizing your assets for tax 
efficiency, as well as considering industry exposure via small business ownership. In other words, it 
is never too early to prepare for the next tax year.

5. Prepare for Future Tax Obligation Uncertainty

The tax landscape continues to evolve. 
While President Trump’s return to office 
may mean that the Tax Cuts and Jobs Act 
will likely be extended, it’s important to 
remember that significant tax changes 
require Congressional approval. Longer-
term, political views on taxes and spending 
can change over time as well. This 
uncertainty makes it crucial to maintain 
flexibility in tax planning and consider 
multiple scenarios when making long-term 
financial decisions.

The bottom line? Tax planning is an 
integral part of any financial plan and 
requires year-round attention. 
Integrating tax planning into your 

overall financial planning can help you achieve your financial goals.
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Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC. 

Investment advisory services are offered through Raymond James Financial Services Advisors, Inc. 

Sentinal Wealth Group is not a registered broker/dealer and is independent of Raymond James 
Financial Services. 
 

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 

30 stock of companies maintained and reviewed by the editors of the Wall Street Journal. The 
NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. 
The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered 
representative of the U.S. stock market. There are different index construction methodologies for 
the S&P 500. The more commonly used version of the index weights companies using their total 

market capitalization. The S&P 500 Equal Weight Index gives each company an equal weight. Index 
construction can impact performance. The market cap weighted S&P 500 Index (the traditional 
version) is not rebalanced and has higher concentrations to larger, growth companies, while the 
equal weight index has more exposure to smaller and value-oriented companies. 
 

Investing involves risk and you may incur a profit or loss regardless of strategy selected, including 
diversification and asset allocation.
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