
IRAs vs CDs – Savings with HCFCU 

IRAs earn a great return on money like other taxable investments such as CDs. You earn a greater return 
with an IRA than a standard savings account. Tax-Deferred investments allow you to contribute up to 
specific limits each year depending on the type of IRA. Types of Investments to consider adding to your 
savings portfolio: Traditional IRA, ROTH IRA, Certificate of Deposit and IRA-CD 

Roth IRA – Allows your money to grow tax-free. You fund this account with after-tax dollars meaning 
you’ve already paid taxes on the money you put into it. In return for a no up-front tax break, when you 
withdrawal at retirement you’ll pay no taxes. You are not required to withdrawal at any age and there 
are ways you can withdrawal early without penalty however there area income limits for contributing to 
the account. Government income limits are based on your Adjusted Gross Income and how you file your 
taxes. If you are married and filing jointly your AGI must be $184,000 or less; if married and filing 
separately but lived together you’re only allowed an AGI of $10,000 or less; if Single, Head of Household 
or Married but filing separately (only if you did not live with spouse for previous year) is $117k or less. 

Traditional IRA – This account is funded with pre-tax dollars, therefore you will pay taxes when you 
retire and begin taking withdrawals. This type of IRA can help you reduce your taxable income today but 
you’re limited in the amounts for investing. You can be penalized for early withdrawals if you’re under 
59 ½ and are required to take distributions or withdrawals by age 70 ½. Government limits the 
contribution amounts, if you’re under 50 you cannot contribute more than $5,500 a year, if you’re over 
50 you’re allowed an additional $1,000 each year. 

Early withdrawal penalty applies if you’re under 59 ½ and withdrawal from a Traditional IRA, you could 
see a 10% penalty on the amount you withdrawal. PLUS you’ll also need to report the withdrawal 
amount in miscellaneous income for your year-end income taxes. Your distributions or withdrawals 
could change your income tax bracket and if you do not withhold taxes on the distribution you could 
find yourself paying taxes at the end of the year.  

ROTH withdrawals are bit more flexible as you can withdrawal as long as you do not dip into earnings or 
any dollars converted or rolled over from a Traditional IRA (before 59 ½). The government looks at it in 
the following order: contributions, money converted, and then earnings. So if you take out more than 
you contributed in total then you’re dipping into earnings and will be penalized and taxed accordingly. If 
you’re 59 ½ or older you can usually make penalty free withdrawals, known as qualified distributions 
from any IRA. You’ll of course owe income taxes if a Traditional IRA. If you’ve converted a regular IRA to 
ROTH you will have to wait at least 5 years after conversion. If you’re 59 ½ and just opened a ROTH IRA 
you will need to wait 5 years after you first opened and begun contributing. Some of the exceptions are 
1st time home purchase, college expenses and sudden disability. 

Traditional Pre Taxed $ Reduces taxable 
income today 

Pay taxes on 
withdrawals 

10% early withdrawal 
penalty 

Roth Taxed $ Reduces taxable 
income future 

Do not pay taxes 
on withdrawals 

No early withdrawal 
penalty* 

*with exception if you dip into earnings 



Share Certificates – Certificates of Deposit – CDs 

CDs are not the quickest way to have your money make money, but it is safe. It should be one part of 
your overall savings plan or investment portfolio. A Certificate of deposit is a low-risk investment and 
can be perfect for someone with some cash to put away for a few years and earn a slightly higher return 
than a savings account. CD rates are usually higher than a savings account, money market or checking 
account. It depends on market rates and terms of the CD. 

All gains in interest are considered taxable income. CDs are among the safest investments someone can 
make. The interest amount is stated upfront and you are aware of how much you could make after the 
set term. Your deposits are insured for up to $250,000 from FDIC or NCUA offering peace of mind for 
your investment. After the term you can roll over to a new investment or you can renew for additional 
terms. 

CDs are called timed deposits. For example, a savings account allows you to freely move funds around 
relatively easy. With a CD you agree to keep your money there for a set period of time or for the “term 
length” of your CD, and moving early could cause penalty. Term lengths vary but most start at 6 months 
and up to 5 years. Generally the longer the term, the higher rate of return you’ll earn. With CDs you’re 
promising the financial institution that you’ll keep those funds with them for the “term length”. Early 
withdrawal penalty applies and it usually means dipping into your dividends.  

Rates are usually quoted at APY or annual percentage yield which considers the frequency with which 
interest is paid on the account, usually monthly however some can compound yearly, quarterly or even 
daily.  Rates vary but Credit Unions or online only establishments can typically offer the best rates where 
as Banks looking to profit might have lower rates. Rates are usually inline within current “market” rates.  
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I. Only Interest Earned: 
 Traditional 

IRA 
ROTH 

IRA 
1 YR 
CD 

2 YR CD 3 YR CD 1 YR 
IRA CD 

2 YR IRA 
CD 

3 YR IRA 
CD 

APY RATE:  .55% .55% .60% .90% 1.16% .75% 1.06% 1.31% 
500.00 2.76* 13.945 3.01* 9.08** 17.703 3.76* 10.71** 20.033 

1,000.00 5.51* 27.885 6.02* 18.16** 35.403 7.53* 21.42** 40.063 

5,0000.00 27.57* 139.385 30.08* 90.78** 176.983 37.63* 107.08** 200.303 

10,000.00 55.14* 278.755 60.17* 181.56** 353.953 75.26* 214.17** 400.603 

50,000.00 275.69* 1,393.765 300.83* 907.81** 1,769.763 376.29 1,070.84** 2,003.013 

95k> RATE:   .90% 1.06% 1.31% .90% 1.21% 1.46% 
95,000.00+ 523.82* 2,648.145 858.54* 2,034.59** 3,805.723 858.54* 2,325.86** 4,250.833 

   *end of 1 year | **2 year | 3 3 years | 5 5 years 

II. VS. Shares & Share Draft Savings (Savings & Checking accounts) 
 Shares Share Draft Premier Share Draft 

APY RATE:  .35% .15% .15% 
500.00 1.75* .75*  
1,000.00 3.51* 1.50*  
*PSD APY:   .40% 

5,0000.00 17.53* 7.51* 20.04* 
10,000.00 35.06* 15.01* 40.07* 
50,000.00 175.28* 75.05* 200.37* 
95,000.00+ 333.03* 142.60* 380.70* 

 

III. Long Term & Monthly Savings Goals: 
Initial 
Investment 

Monthly 
Investment 

Interest 
Rate 

1 Year 2 Year 3 Year 4 Year 5 Year 6 Year Interest 
Income 

500.00 25.00 .55% $803.51 $1,108.70 $1,415.57 $1,724.14 $2,034.40  $34.40 
1,000.00 50.00 .55% $1,607.03 $2,217.40 $2,831.15 $3,448.27 $4,068.80  $68.80 
2,500.00 150.00 .55% $4,318.33 $6,146.68 $7,985.12 $9,833.69 $11,692.46  $192.46 
1,500.00 100.00 1.31%* $2,727.00 $3,970.17 $5,229.72 $6,505.88 $7,798.85 $9,108.86 $408.86 
2,500.00 100.00 1.31%* $3,740.18 $4,996.70 $6,269.78 $7,559.64 $8,866.50 $10,190.59 $490.59 

*investing in a 3yr IRA CD for 2 terms (6 yrs)  
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