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eductions for contributions to Individual Retire- Retirement Income Security Act ERISA of

ment Arrangements IRAs appeared on Form 1974 Indeed SO estimates indicate that about 92 per-

1040 for the first time for Tax Year 1975 and cent of all IRA assets were held in traditional IRAs at

the 1975 version of the annual report Statistics of yearend 2000 Figure Roth IRAs created in the

IncomeIndividual Income Tax Returns duly re- Taxpayer Relief Act of 1997 represented about per-

corded the number of returns with an entry on that line cent of all IRA assets while employer-sponsored IRAs

1.2 millionand the amount deductedabout $1.4 bil- SEP IRAscreated in the Revenue Act of 1978 SAR
lion Figure Twenty-five years and many tax law SEP IRAscreated in the Tax Reform Act of 1986

changes later the 2000 Individual Income Tax Returns and SIMPLE IRAscreated in the Small Business Job

report still tabulated the entries on this line amounting Protection Act of 1996 held about percent of the to-

to 3.5 million returns and $7.5 billion in deductible tradi- tal Education IRAs created in the Taxpayer Relief

tional IRA contributions Act of 1997 which are now known as Coverdell Edu
cation Savings Accounts ESAs accounted for neg

However important these statistics have been to the ligible share of the total.2

analysis of IRAs over the years they have not told the

full story For example during Tax Year 2000 in addi- Types of Assets Figure based in part on IRS

tion to the $7.5 billion in tax-deductible contributions to statistics and in part on surveys by the Investment Corn-

traditional IRA plans $2.5 billion in nondeductible con- pany Institute IC shows that at yearend 2002 IRA

tributions were also made to such plans Figure Fur- assets amounted to an estimated $2.3 trillion compared

thermore other types of IRA received $26.3 billion in with $637 billion at yearend 1990 With more than half

contributions However much more importantly $225.6 of IRA assets invested in equity securities the effect of

billion of assets were rolled over into IRAs from other the stock market can also be seen in recent years In-

qualified pension plans and tax-sheltered annuities These deed IRA assets reached nearly $2.7 trillion at year-

three statistics were taken from Forms 5498 filed with end 1999 during the bull market in equities then began

the Internal Revenue Service by IRA trustees Form declining IRA assets are invested in variety of finan

5498 also shows the total fair market value FMV of cial institutions At yearend 2002 about 46 percent of

assets held in iRAs At the end of Tax Year 2000 the all IRA assets were invested in mutual funds another 34

total value of IRA assets stood at $2.6 trillion percent were in non-mutual fund securities held through

brokerage accounts another 11 percent were held in bank

In the following paper the authors use never-be- and thrift deposits and the remaining percent were

fore-released IRS data from Form 5498 along with held in annuities at life insurance companies.3

household survey and other information to highlight key

demographic and financial characteristics of traditional Demographic Composition and IRA

IRA owners and their traditional IRA assets Historical Balances of Traditional IRA Owners
trends will be noted In addition again using the matched

file of tax returns and Forms W-2 some summary sta- Data from Tax Returns and Information
tistics on 401k plans are presented Returns

Assets Held in IRAs Age Distribution by Taxpayer The SO data

which are based on weighted sample of tax-return in-

Types of IRAs The predominant type of IRA is formation4 allow analysis of IRA-owning taxpayers at

the traditional IRA which was created with the Em- yearend 1999 by age marital status on the tax return
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gender and income Traditional IRA owners are pre-
The traditional IRA assets at yearend 1999 represent an

dominantly middle-aged Twenty percent of the 36.6 accumulation of activity starting possibly as far back as

million taxpayers with traditional IRAs in 1999 were 35 1974 when traditional IRAs were created The lower

to 44 years of age and another 25 percent were age 45 average among wives may be driven by womens typi

to 54 Figure About 14 percent of taxpayers owning cally discontinuous work histories and therefore lower

IRAs in 1999 were age 70 or older which places them rollover amounts available to go into an IRA.7 In addi

in the age group that must take required minimumdistri- tion regulations restricting tax-deductible spousal con

butions from their accounts tributions may also have damped wives IRA assets To

gain better understanding of the differential in average

Marital Status and Gender by Taxpayer The IRA assets between husbands and wives data for the

majority of traditional IRA-owning taxpayers are mar- same individuals would need to be tracked for several

ned filing joint returns and halfof traditional IRA-own- yearsmonitoring contributions rollovers and

ing taxpayers are male Among the 36.6 million tradi- workforce participation and pension coverage therein

tional IRA-owning taxpayers at yearend 1999 nearly Unfortunately such insight while planned will not be

three-quarters were married.5 Half of traditional IRA- available for several years

owning taxpayers were married with both spouses hold

ing traditional IRAs Single women accounted for 16 Traditional IRAs Comparison of SOl

percent of traditional IRA-owning taxpayers and single Data and Household Survey
men accounted for 10 percent Information

Traditional IRA Balances by Age of Taxpayer
Although it is difficult to match up household and

There is wide range of traditional IRA balances held
taxpayer information8 this section makes some broad

by taxpayers around an average of $66179 at yearend
comparisons between the SO data and household sur

9996 Because older taxpayers have had more time to
veys conducted by IC and the Federal Reserve Board

work and accumulate IRA assets either from rollover The IRS SO tax return and information return data

atjob change or from contributions overtime older tax- which are based on weighted sample of returns find

payers tend to have higher traditional IRA balances The
similar demographic characteristics for the typical me-

average traditional IRA balance held by taxpayers 25 to
dian traditional IRA owner as these household surveys

34 years old was $12435 at yearend 1999 while the
find Furthermore similar to household survey informa

average balance peaks among taxpayers aged 65 to 69
tion the median traditional IRA balance among tax re

at $112588 even though they may take distributions
turns with traditional IRA owners was $27181 at yearend

without penalty Figure Among taxpayers aged 70
1999 Figure

and older the average traditional IRAbalance falls per

haps because those individuals are taking withdrawals Age and Marital Status of Typical Traditional

to fund retirement at least at the level of the required IRA Owner The typical traditional IRA owner is about

minimum distribution 50 years old For example ICIs June 1999 survey finds

median age among traditional IRA-owning households

Traditional IRA Balances by Marital Status and of 49 years and ICIs June 2000 survey finds median
Gender of Taxpayer There is wide range of aver-

age of 53 years Figure Similarly IC tabulations9 of

age traditional IRA balances by marital status and gen- the Federal Reserve Boards Survey of Consumer Fi
der among taxpayers analyzed in the SOT data Although nances SCF data indicate that the median age of IRA-
it is difficult to interpret the significance of average ac-

owning households was 51 in both the 1998 and 2001

count balances for snapshot of one period in time it is

surveys Likewise the median
taxpayer owning traditional

interesting to note that single taxpayers have similar av- IRAs in the SOI data was 53 years old in 1999 The

erage account balances regardless of gender Figure
typical traditional IRA owner is mamed In the house-

On the other hand among married taxpayers the hus-
hold surveys and the SOI tax return data about two-

bands average IRA assets were higher than the wives
thirds of households with traditional IRAs are married
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Demographic Composition and Conclusions and Future Research

Contribution Activity of 401k
Participants

With nearly $4.0 trillion invested in IRAs and 401k
plans at yearend 2003 these retirement savings vehicles

SOl Data Based on IRS Tax Returns and represent significant component of Americans finan

Infonnation Returns cial security Taxpayers holding IRAs and 40 1k ac

counts cover wide range of ages and incomes This

Although Section 401k of the Internal Revenue paper provided glimpse at the rich detail available from

Code was created in the Revenue Act of 1978 clarifi-
the SOl sample of tax returns and information returns

cation of the regulations did not occur until 1981 After focusing in detail on 1999 The results of this analysis

that slow start 401k plans have grown rapidly through-
of SOl data are encouraging The typical IRA-owning

out the 1990s At yearend 200240 1k plans held taxpayer represented in the SOl data appears to be simi

$1.54 trillion in assets The key provision of 401k lar in basic demographic and financial characteristics to

plans is the ability to defer salary by making before-tax
the typical IRA-owning household found in household

contributions deferrals to an account maintained in the surveys conducted by Id and the Federal Reserve

given participants name In most instances the partici-
Board The SOl 401k participant information in ag

pant directs the investment of the account assets which gregate corresponds well to Form 5500 results and the

grow tax-free until they are withdrawn In many cases
preliminary age analysis is similar to EBRIIICI results

the plan sponsor may make matching contribution for

example contributing 50 cents for every dollar the
par-

Future research would extend both the IRA and

ticipant contributes up to percent of salary Contribu- 401k detailed analyses to more years In addition fu

tions-by-plan participants depend on variety of fac-
ture data would analyze the taxpayers by type of IRA

tors including the regulatory framework under which Furthermore longitudinal analysis tracking the behav

401k plans operate personal participant characteris-
iors of IRA owners and 401k participants over time

tics and plan design features Using IRS W-2 form
should also be explored

information glimpse at elective deferrals by taxpayers
Acknowledgment

into 401k plans is possible

401k Elective Deferrals W-2 Form informa-
The authors would like to extend their thanks to

tion indicates that elective deferrals by 401k plan par-

Marianne Cooley of the IRS Computing Center in De

ticipants rose steadily from 1996 through 2002 from $61
troit Michigan for many years of stewardship of the

billion to nearly $105 billion Figure 7.I2 In addition the
SOl Information Returns data base

number of taxpayers with deferrals and the average References
deferral amount also increased over the late 1990s

Indeed average deferrals rose from $2660 in 1996 to

$3408 in 2000
Federal Reserve Board Survey of Consumer

Finances Available at http//www

Age of 401k Participants The average and
federalreserve.gov/pubs/oss/oss2/scfindex.html

median age of taxpayer with 401k elective deferrals

was 42 in 1999 The bulk of deferrals in 1999 were
Holden Sarah and VanDerhei Jack Contribution

made by taxpayers in their thirties forties or fifties

Behavior of 401k Plan Participants ICIPer

spective Vol No and EBRI Issue Brief No
Average deferrals tend to rise with age through the age 238 Washington DC Investment Company
group in their fifties and decline bit among taxpayers

Institute and Employee Benefit Research Institute

in their sixties and older
October 2001
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Holden Sarah and VanDerhei Jack 401k Plan Washington DC U.S Department of the Trea

Asset Allocation Account Balances and Loan sury Internal Revenue Service 1999 and 2002

Activity in 1999 ICI Perspective Vol No Available at www.irs.gov/pub/irs-99/p590.pdf

and EBRI Issue Brief No 230 Washington DC 1999 and www.irs.gov/pub/irs-pdfYp59O.pdf

Investment Company Institute January 2001

and Employee Benefit Research Institute Febru- U.S Internal Revenue Service Statistics of Income

ary 2001 2000 Individual Income Tax Returns Washing

ton DC March 2003

Investment Company Institute IRA Ownership in

2003 Fundamentals Vol 12 No Washington U.S Internal Revenue Service Statistics of Income

DC Investment Company Institute September 2003 1975 Individual Income Tax Returns Washing

ton DC 1978

Mutual Funds and the U.S Retirement

Market in 2002 ICI Fundamentals Vol 12 No U.S Internal Revenue Service Statistics of Income

Washington DC Investment Company Institute Individual Income Tax Returns Publication

June 2003 1304 Washington DC various years

IRA Ownership in 2002 Fundamentals Footnotes

Vol 11 No.3 Washington DC Investment

Company Institute September 2002 All SOI data are based on stratified weighted

sample of individual income tax returns with match

IRA Ownership in 2001 Fundamentals ing information returns See Sailer Weber and

Vol 10 No Washington DC Investment Gurka November 2002 for SOl data estima

Company Institute September 2001 tion methodology

IRA Ownership in 2000 Fundamentals The estimate for education IRAs or Coverdell

Vol No Washington DC Investment Com- ESAs is underestimated in Figure as nonfihing

pany Institute October 2000 dependents are not included in the estimation

IRA Ownership in 1999 Fundamentals Figure reports aggregate IRA assets it does not

Vol No Washington DC Investment Com- indicate what individual IRA owners may be hold

pany Institute December 1999 ing An ICI survey of IRA owning households in

mid-2003 reports the incidence of the different types

Sailer Peter Weber Michael Gurka Kurt of financial assets held in IRAs see Investment

Are Taxpayers Increasing the Buildup of Retire- Company Institute September 2003
ment Assets Preliminary Results from Matched

File of Tax Year 1999 Tax Returns and Informa- See text footnote

tion Returns paper presented at National Tax

Association 95th Annual Conference in Orlando small number of married-filing-separate returns

FL November 15 2002 are included as single Some of these taxpayers

are in fact in the middle of separation or divorce

U.S Department of Labor Employee Benefits Secu- proceedings and are not in fact living together

rity Administration Women and Retirement

Savings Available at http//www.dol.gov/ebsa/ Among the 36.6 milliontaxpayers with traditional

publications/women.html IRAs at yearend 1999 some 20.6 percent had tra

ditional IRA balances of less than $5000 28.6 per-

U.S Internal Revenue Service Publication 590 cent had traditional IRA balances between $5000

Individual Retirement Arrangements IRA and $20000 17.8 percent had balances between
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$20000 and $40000 18.7 percent had balances For comprehensive study of 401k participant

between $40000 and $100000 and 14.3 percent contribution activity see Holden and VanDerhei

had traditional IRA balances of $100000 or more October 2001

The U.S Department of Labors Women and Re- 12 The new tabulations from Forms W-2 produce si
tirement Savings notes that women are more likely lar estimates for aggregate deferrals as U.S De
to work in part-timejobs that do not qualif for pen-

partrnent of Labor tabulations of employee contri

sion coverage or to have lapses in pension cover- butions from Forms 5500 Figure

age because of interruptions in their careers to take

care of family members About 13 percent of these taxpayers were in their

twenties 30 percent were in their thirties 31 per-
Exact comparison is not possible for several rea-

cent were in their forties 20 percent were in their

sons including not all households file tax re-
fifties and percent were in their sixties This age

turns household units do not always correspond
distribution is essentially the same as the age distri

to tax return units for example household with
bution of active 401k plan participants in the col

unmarried partners will appear as one household in
laborative data base maintained by the Employee

household survey but as two single tax returns
Benefit Research Institute EBRI and ICI known

household surveys rely on self-reported infor-

as the EBRTIICI Participant-Directed Retirement
mation which can suffer from participant recall

Plan Data Collection Project see Holden and
while the tax return information is unaudited tax

VanDerhei January/February 2001
return information which may contain reporting

errors the definition of income mayvary across

Note
data sources and the timing of the surveys/re

turns varies

The views in this paper are those of the authors and

Special thanks to Michael Bogdan at ICI for tabu-
do not reflect those of the Investment Company Insti

lating the SCF data tute or its members nor are they the official positions of

the Internal Revenue Service Any errors are solely the

10 See Investment Company Institute June 2003 responsibility of the authors
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Deductible IRA Contjibutloas to Traditional IRAs 1975-2000

Qilhions of dollare
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1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Deductible IRAcontribubons reported on indMdual income tax returns Form 1040
Source IRS Statistics of Income Diqsion lndiduat IncornelaxRetums Publication 1304 erious seam

Figure Individual Retirement Arrangement IRA Plans by type Tax Year 2000

Beginning of Year FMV1 Total ContrIbutions1 Contributions Deducted2

Number of Amount Number of Amount Number of Amount

Taxpayers $thousands Taxpayers $thousands Taxpayers $thousands

Total 43063085 2651203109 15124569 36331114 5397588 12207520

Traditional IRA Plans 36619402 2422819105 5716919 9998892 4583252 7477074

SEP Plans 3146153 142873671 1735666 10068405 683861 4198700

SIMPLE Plans 1177084 9126960 1489333 4675650 130475 531746

Roth IRAPIans 7031194 76242001 6812129 11509407 n/a n/a

Education IRA Plans3 182000 141372 155253 78761 n/a n/a

Figure IRA plans by type Tax Year 2000 continued

Rollovers1 Roth Conversions1 Withdrawals4

Number of Amount Number of Amount Number of Amount

Taxpayers $thousands Taxpayers $thousands Taxpayers $thousands

10 11 12
Total 4079126 225595813 8621056 103915860

Traditional IRA Plans 4079126 225595813 282387 -3181178 7818268 94636704

SEP Plans n/a n/a n/a n/a 276861 3822337

SIMPLE Plans n/a n/a n/a n/a 158713 822171

Roth IRA Plans n/a n/a 282387 3181178 365186 4632735

Education IRA Plans3 n/a n/a n/a n/a 2028 1913
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Figure IRA plans by type Tax Year 2000 concluded

Other Changes5 End of Year Fair Market Value FMV
Amount Number of Amount

$thousands Taxpayers $thousands

13 14 15
Total -180341354 46269312 2628872822
Traditional IRA Plans -153972936 38076500 2406622990

SEP Plans -15094078 3313204 134025661

SIMPLE Plans -2630406 1568426 10350033

Roth IRA Plans -8733303 9485189 77566548

Education IRA Plans3 89369 241238 307589

Note Except as noted all data are from matched forms 1040 and 5498

Tabulations of weighted sample of taxpayers represented on Form 5498

2Amount of contribution shown on Form 5498 limited to amount deducted on Form 1040 either on line 23 Traditional IRA or line 29 SEP or SIMPLE Ptans

Education IRAS were renamed Coverdell Education Savings Accounts ESAs in July 2001 does not include Education IRAs owned by non-filing dependenti

Withdrawals are reported on Form 1099-R does not include withdrawals for the purpose of rollovers to other IRA accounts or Roth IRA conversions

of change in fair market value minus all the enumerated changes

Source Matched file of income tax returns Forms 5498 and 1099-R for Tax Year 2000

Statistics of Income Division Internal Revenue Service

Figure Total IRA Assets by Institution 1990-2002

billions of dollars

Securities Held

Mutual Bank and Life Insurance in Brokerage

Funds Thrift Deposits1 Companies2 Accounts3 Total

1990 140 266 40 190 637

1991 188 282 45 261 776

1992 237 275 50 311 873

1993 322 263 61 347 993

1994 349 255 69 383 1056

1995 475 261 81 472 1288

1996 596 258 92 520 1467

1997 775 254 135 564 1728

1998 976 249 156 769 2150

1999 1264 244 201 942 2651

2000 1247 252 202 929e

2001 1189 255 210 886e 2540e

2002 1068 263 208e 794e 2333e

elnvestment Company Institute estimate

ppreliminary from SOl

Bank and thrift deposits include Keogh deposits

2Annuities held by IRAs excluding variable annuity mutual fund IRA assets

Excludes mutual fund assets held through brokerage accounts included in mutual funds

Note Components may not add to total because of rounding

Sources Investment Company Institute ICI Federal Reserve Board American Council of Life

Insurers and Internal Revenue Service see ICI June 2003
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Figure4 Age Disbibution of Taxpayerswith Traditional IRAs 1999

Traditional IRA Assets

Taxpayers Traditional IRA Assets Per Taxpayer1

Age Goup nillions share2 nillionsofdoflars Mean Medlai

Younger than 18 0.0 0.1% 168.4 $7735 $1970

18to24
0.3 0.7% 936.6 $3707 $2191

25 to 34 2.8 7.7% 35241.0 $12435 $5277

35to44 7.4 20.3% 232433.4 $31342 $12103

4Sto 54 9.0 24.6% 507763.5 $56377 $20987

55to69 4.6 12.5% 371395.1 $81459 $27012

60 to 64 3.9 10.7% 416451.6 $106771 $35419

65to69 3.5 9.5% 392328.4 $112588 $39310

70 to 74 2.8 7.8% 303691.5 $106902 $35825

75 or Cldef 2.3 6.2% 161856.9 $70815 $21245

All3

36.6 100.0% 2422266.5 $66179 $20646

1Mlong the 36.6 trillion taxpayers with Tradifional lRAs

2per of taq3ayers with Traditional IRAs

3Average and median age of Traditional lRA.ning taxpayers was 53 years

Source IRS tabulations of weighted sane of taxpayers represented on IRS Form 5498

Figure

Average Mean and Median Traditional IRA Balances by Marital Status on Tax Return and Gender

1999

$120000
___________________________________

105495 eMe Median

100000
_________

76917

66179

19353

29586

11171

32895

18529

89l

16754

89

________
20646

Mamed Only Husband Marned Only Wife Married Both Have Married Both Have Single Men Single Women All

Has IRA Assets Has IRA Assets IRA Assets.-Husbands IRA Assets-Wives with

with IRA Assets IRA Assets

Note Total of 36.6 million taxpayeTs with traditional IRAs in 1999 The small number of married individuals filing separately are shown as single

Source IRS Statistics of Income Division tabulations of weighted sample of taxpayers represented on IRS Form 5498
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Figure ComparIson of Tax Return and Household Survey Results on Traditional IRA Owners Median

__________ _______________________ uivwy uu

SOP Data1 ICI IRA Owners Survey2 Consumer Finances

Variable Dec 1999 June 1999 June 2000 May 2001 May 2002 1998 2001

Age of Owner4 53 49 53 50 50 51 51

Income5 $55549 $60000 $62500 $62500 $60000 $55000 $70000

Percent of Owners Married 67% 70% 68% 65% 67% 66% 69%

Traditional IRAAssets6 $27181 $20000 $30000 $30000 $30000 $20000 $27000

1S0l data tabulated on tax return basis to approximate household units rather than individual taxpayers 501 data based

on weighted sample of tax returns In 1999 about 27.6 million tax returns had at least one IRA-owning individual

ICI conducts household survey annually to track the demographic and financial characteristics of IRA

owners These and more recent survey results are available in ICIs Fundamentals newsletter

3Tabulations of Survey of Consumer Finances data by ICI research staff

4S01 data tabulated across ages of the primary taxpayer on returns with at least one traditional IRA owner ICI survey

data tabulated across ages of the primary or codecisionmaker SCF data tabulated across ages of head of household

SOl data column reports median adjusted gross income AGI of tax returns with traditional IRA owners The

household surveys are the self-reported households previous yeafs income

The Survey of Consumer Finances tabulation indudes household assets in all types of IRAs

Sources IRS SQl Division and ICI tabulations of Federal Reserve Board Survey of Consumer Finances data

Figure 401k Plan Participant Elective Deferrals1 to 401k Plans2 1996-

2000

1996 1997 1998 1999 2000

IRS SOl W-2 Tabulations

Taxpayers millions 23.0 25.3 27.0 28.9 30.7

Amount Deferred $billions 61.2 71.2 82.6 93.1 104.5

Average Deferral $2660 $2814 $3053 $3217 $3408

DOL PWBAEBSA Form 5500 Tabulations3

Active Participants in 401k Plans millions 30.8 33.9 37.1 n/a n/a

Participant Contributions $billions 64.5 72.5 8.4.9 n/a n/a

401k Plan Assets $billions 1061.5 1264.2 1541.0 1798.Oe 1790.Oe

elCl estimate

Elective deferrals are before-tax contributions made by 401k participants reported on the

taxpayers W-2 They do not include employer contributions

Based on weighted sample of IRS W-2 Forms for the tax years indicated

Based on the Pension and Welfare Benefits Administration PWBA renamed Employee Benefits

Security Administration EBSA in 2003 annual tabulations of the IRS/DOLIPBGC Form 5500

Form 5500 information is filed by private pension plans on plan-year basis which may not

coincide with the calendar tax-year basis reporting for the W-2 Form

Sources IRS SOl Division tabulations of weighted sample of taxpayers represented on

IRS W-2 Form Department of Labor EBSA Abstract of Form 5500 Annual Reports and ICI
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