
OBBBA adds more to the deficit than any recent legislation
As Written If Made Permanent
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Fiscal Headwinds

Total fiscal year 2024 receipts: $4,918 billion

Senate OBBBA CHIPS & Science Act of 2022 Bipartisan Infrastructure
Law of 2021

CARES Act of 2020 American Rescue Plan Act of
2021

Permanent extension of OBBBA would
add more to debt than all of these bills

combined

Federal Debt Growth 
(+99% Last 10 Years)

Annual Interest Costs Approach $2T 
under OBBBA

Net interest was the second largest spending category
to date for the federal government

Larger deficits and
increased expenses will

likely continue to crowd out
other spending and leave

fewer options for future tax
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Four Ways to Reduce Future Income Taxation 

Long-term savings strategies should consider current income taxes and rapidly increasing federal debt.

Roth IRA & Roth 401(k) 
Roth accounts trade a deduction today for tax-
free qualified withdrawals in the future; earnings
come out income-tax-free if IRS rules are met.
Roth IRAs have income-based eligibility limits for
new contributions, while Roth 401(k) accounts
are subject to plan contribution caps. Roth
accounts are not subject to required minimum
distributions (RMD).

Roth Conversions

Moving pre-tax qualified plan money to a Roth
conversion does not have income limits, but the
converted amount is generally taxable in the
year of conversion, so non-qualified funds must
be available for the tax liability. Future qualified
withdrawals from the Roth account are tax-free.
Conversions are irrevocable and must follow IRS
distribution rules. 

Municipal Bonds (and Muni Bond
Funds)

Interest on most municipal bonds is exempt
from federal income tax and may be state-tax-
exempt (if you live in the issuing state);
however, the interest is included in calculating
taxes on Social Security payments and it may be
subject to Alternative Minimum Tax (AMT). 

Selling individual bonds (or distributions of gains
from municipal bond funds) can trigger taxable
capital gains, even when the interest is tax-
exempt. 

Cash Value Life Insurance

Properly structured permanent life insurance
offers income-tax-free death benefit protection
and tax-free access to cash values. There are
no IRS income or annual contribution limits on
premiums (subject to underwriting limits). Cash
value is available without IRS penalties prior to
age 59 ½ and there are no required minimum
distributions (RMD).

Why This Matters Now: 

As demonstrated by the first graph in this
document, income taxes fund over half of
federal revenues today. Debt and interest costs
are rising, which crowds out room for future tax
relief. Building sources of tax-free income
during your accumulation years can create
flexibility if future rates are higher. 

Federal income taxes have been historically low for a number of years, but we
don’t know when they will go up again. 

Highest federal tax rate source: www.irs.gov

1940 1960 1980 2000 current
81.1% 91% 70% 39.6% 37%

This  tax-related  discussion  ref lects  an  understanding  of  general ly  appl icable  rules  and  was  prepared  to  assist  in  the  promotion  or 
market ing  of  the  transact ions  or  matters  addressed.  The  information  is  current  as  of  the  date  of  publ icat ion  and  is  subject  to  change 
without  not ice.  It  is  not  intended  (and  cannot  be  used  by  any  taxpayer)  for  the  purpose  of  avoiding  any  IRS  penalt ies  that  may  be 
imposed  upon  the  taxpayer.  New  York  Li fe  Insurance  Company,  i ts  agents  and  employees  may  not  provide  legal,  tax  or  accounting  advice. 
Indiv iduals  should  consult  their  own  professional  advisors  before  implementing  any  planning  strategies.  ©  2025  New  York  Li fe  
Insurance Company.  Al l  r ights  reserved.   SMRU  8322787  EXP. 04.01.2026




