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Changes to 401(k) Plans in 2026
Michael R. Maguire, CFP®, ChFC®, RICP® - Financial Advisor

As expected, the IRS raised the annual 401(k) contribution limits in 2026.
Additionally, 2026 will bring a big change in the way higher income earners’ catch-
up contributions will be taxed. Let’s review what will change, why it matters, and
how it could affect your retirement savings.

Below are some of the changes to contribution limits in 2026:

- The IRS raised the annual 401(k) (and similar plans: 403(b)) contribution limit to $24,500 for 2026. That’s up
$1,000 from the 2025 limit of $23,500.

- For workers aged 50 and over, the “standard” catch-up contribution increases to $8,000 in 2026 (from $7,500 in
2025). That means a 50+ participant could contribute up to $32,500 total (base + catch-up) in 2026.

- Under the SECURE 2.0 Act, there’s a higher “super catch-up” limit for those aged 60-63. For 2026, that special
limit remains $11,250. If someone in that age range uses the super catch-up, their total 401(k) contributions
(employee side) could be $35,750.

One of the more significant shifts is how catch-up contributions must be treated for some people:

+ Beginning in 2026, if you are 50 or older and your Social Security (FICA) wages from your employer exceeded
$150,000 in the prior year (2025), your catch-up contributions must be made as Roth.

+ This means you lose the ability to make pre-tax (traditional) catch-up contributions in that scenario — instead, you
contribute on a Roth basis, so you pay tax now but get tax-free withdrawal later.

+ Importantly, if your employer’s plan does not offer a Roth option, and you are subject to the mandatory Roth
catch-up rule, you may be prevented from making catch-up contributions at all.

Why do these changes matter?

- More Saving Power: The bump in contribution and catch-up limits means older savers can put away more money
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in their 401(k) for retirement, especially later in careers.

Tax Strategy Shift: For high earners hit by the Roth catch-up rule, there’s a meaningful tax tradeoff. Rather than
getting an upfront deduction (traditional/pre-tax), contributions are taxed now. But the upside is tax-free growth,
and tax-free withdrawals in retirement (assuming Roth rules are met).

- Plan Design Implications: Some employers will need to update plan designs. Plans that don’t offer Roth options
might have to reconsider or risk excluding some catch-up contributions for affected employees.

- Action Required: If you're in or near this income threshold (FICA wages ~ $150K), now is a good time to talk to
your payroll administrator or retirement-plan advisor. Make sure your 401(k) plan is ready, and understand how
you'll contribute in 2026.

The 2026 changes to 401(k) contribution limits and catch-up rules give many savers — especially older ones — more room
to save. But for higher earners (age 50+ with FICA wages above ~$150K), the mandatory Roth catch-up introduces a shift
in how contributions are taxed. It's not just a numbers change: it's a potential strategic inflection point for retirement
saving.

Grimes & Company has a dedicated team that specializes in providing investment advisory services to retirement plan
fiduciaries and their employees. We assist clients with investment selection and monitoring, fee benchmarking, plan
design and employee education, so please reach out with any questions as to how we can help you achieve your goals.

IMPORTANT DISCLOSURES:

Past performance is no guarantee of future results. Different types of investments involve varying degrees of risk. Therefore, there can be no assurance that the future
performance of any specific investment or investment strategy (including the investments and/or investment strategies recommended and/or undertaken by Grimes &
Company Wealth Management, LLC (d/b/a Grimes & Company) [“Grimes”]), or any consulting services, will be profitable, equal any historical performance level(s), be
suitable for your portfolio or individual situation, or prove successful. Neither Grimes’ investment adviser registration status, nor any amount of prior experience or success,
should be construed that a certain level of results or satisfaction will be achieved if Grimes is engaged, or continues to be engaged, to provide investment advisory services.
Grimes is neither a law firm, nor a certified public accounting firm, and no portion of its services should be construed as legal or accounting advice. Moreover, you should not
assume that any discussion or information contained in this document serves as the receipt of, or as a substitute for, personalized investment advice from Grimes. A copy of
our current written disclosure Brochure discussing our advisory services and fees is available upon request or at www.grimesco.com/form-crs-adv/. The scope of the services
to be provided depends upon the needs and requests of the client and the terms of the engagement.
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