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T raditional and Roth Thrift 
Savings Plan (TSP) accounts 
both serve the same pur-

pose. They are tax-advantaged 
retirement accounts. The main dif-
ference is how or when they are 
taxed. Contributions to a tradition-
al TSP are made pre-tax while Roth 
contributions are made post-tax. 

Unlike a traditional TSP, when 
you go to withdraw your Roth, 
you don’t have to pay taxes on 
your contributions since the tax 
was already paid. The money 
that your contributions earned in 
a Roth TSP can also be tax free if 
they are quali�ed. 

Earnings are considered quali-
�ed if �ve years have passed since Jan. 1 of the calendar 
year when you made your �rst Roth TSP contribution 
and you are at least age 59½, permanently disabled or 
deceased.

The TSP provides an example to demonstrate the dif-
ference between the Roth and traditional:

A contribution to your traditional TSP balance will result in 
more money in your net paycheck. For example, let’s say 
your gross (pre-tax) income for the year is $50,000 and 
your tax withholding rate is 20%. If you contribute $1,000 
to your Roth TSP balance, there is no e°ect on your taxable 
income. However, if you make the same $1,000 contribu-
tion to your traditional TSP balance, then your taxable in-
come for the year will be reduced by $1,000, which means 
your tax withheld for the year will be reduced by $200 
(20% x $1,000). That $200 reduction results in a bigger 
net paycheck.
When you take distributions of Roth TSP contributions and 
quali�ed earnings on those contributions in retirement, 
that’s tax-free income. Reverse the previous example, 
keeping the same hypothetical 20% tax rate: If you take 
a $1,000 distribution of traditional money, you’ll only re-
ceive $800. If you take $1,000 of Roth TSP contributions 
and quali�ed earnings, you get the full $1,000.

A bene�t of the Roth is that it isn’t subject to required 
minimum distributions (RMDs) at or a�er age 73. This 
means you can keep your money in the TSP as long as 
you want without being forced to start withdrawals. 

Deciding on a traditional or Roth largely depends on 
predicting the future, which is di
cult especially when 
the tax code is subject to change at any time by Con-
gress. Roth may be advantageous when you’re in a very 
low tax bracket right now, will continue to work when 

you start making withdrawals from your TSP, and/or 
will be in a high tax bracket in retirement. Traditional 
is the opposite, and may be advantageous if you are in 
a high tax bracket right now but you will be in a low tax 
bracket when you start taking withdrawals. 

Don’t worry if you’re not sure what’s best for you. At 
the end of the day, if you are contributing at least 5 per-
cent of your base pay (and therefore receiving 5 percent 
matching from the Postal Service), you are on the right 
track whether your contributions go into a traditional 
or a Roth account. You could even hedge your bets and 
contribute to each.  

Matching agency contributions are still made even 
if you utilize a Roth. However, all agency contributions 
will go into your traditional TSP regardless of how you 
designate your contributions. 

Contributions to Roth and traditional are combined 
and counted toward the contribution limits that can 
change each year based on inflation. For 2026, the 
elective deferral limit is $24,500, the catch-up contri-
bution limit is $8,000, and the higher catch-up contri-
bution limit for those ages 60 to 63 is $11,250. If you 
are fortunate enough to max out your contributions, re-
member to spread it out over the entire year to ensure 
you receive matching funds from the Postal Service. If 
you were to reach the limit in November, for example, 
you wouldn’t receive any more agency contributions for 
the month of December. 

A new feature coming to the TSP in 2026 allows Roth 
in-plan conversions. This means that you can convert 
funds in your traditional TSP into a Roth TSP. While 
this feature provides another tool to maximize your tax 
strategy, it does impose a tax liability when convert-
ing. Any money you convert becomes earned income 
for that year and is taxed appropriately. However, you 
can’t use the funds you convert to pay these taxes. 
You’ll need cash in hand to pay the taxes. Suppose 
you convert $10,000 from a traditional TSP to a Roth 
TSP, and you are taxed a flat 20 percent. You would 
owe $2,000 of taxes for the conversion. This could be a 
huge problem if you were not aware and aren’t ready to 
pay a $2,000 bill. Learn more about Roth in-plan con-
versions at tsp.gov.

The TSP strongly recommends that you consult a tax 
advisor if you’re considering a Roth in-plan conversion. 
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MBA Retirement Savings Plan 
2026 update

In December of each year, the 
Board of Trustees meets to set 
the interest rates for all Mu-

tual Bene�t Association (MBA) 
Retirement Savings Plans (RSPs) 
for the upcoming calendar year. 
For 2026, the trustees have de-
cided to keep the interest rate at 
3 percent for all new accounts and 
those issued on Form 860 (2015 
or newer). 

The rate in e°ect at the time of 
purchase will remain in e°ect for 12 
months, then rerate to the current 
year’s percentage. From that point 
on, the interest rate will change ev-
ery January based on the trustees’ 
decision in the preceding Decem-

ber but will never go below the guaranteed minimum in-
terest rate of 2 percent. For the rates on older contracts, 
please see our website at nalc.org/mba, or call the o
ce 
if you are not sure which contract you have.

For 2026, the IRS has raised the annual contribution 
limit for traditional and Roth IRAs. The maximum contri-
bution amount for 2026 will be increased to $7,500 for 
those under the age of 50, with an additional $1,100 in 
“catch-up” contributions available to those who reach 
the age of 50 or above in 2025.

The MBA o�ers several RSPs for all city letter carri-
ers who are members of the NALC, and their families. 
These plans are the MBA RSP, the MBA Family RSP, the 
City Carrier Assistant RSP. 

The MBA RSPs are retirement income plans designed 
to supplement your pension. You make small payments 
to your plan while you’re working so that you can re-
ceive a lifetime of monthly payments a�er you retire.

The MBA RSPs are o°ered as traditional IRAs, Roth 
IRAs or non-quali�ed annuities. 

With a traditional IRA, the contributions you make 
each year may be deducted from your federal taxes. In 
addition, earnings accumulate tax-free until the time of 
withdrawal. Upon distribution at age 59½ or older, the 
earnings and principal (your contributions) are taxed as 
ordinary income. Owners of a traditional IRA must take re-
quired minimum distributions (RMD) beginning at age 73.

Contributions to a Roth IRA are not tax-deductible 
but earnings accumulate tax-free. At the time of with-
drawal, earnings are free from taxes if the owner has 
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