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The tax code does not usually change in dramatic fashion from one year to

the next, but even “routine” inflation adjustments can add up to meaningful

dollars over time. For 2026, federal income tax brackets have been adjusted

for inflation, and the standard deduction has stepped higher again. For many

households, this combination slightly reduces tax drag compared with what

they would have paid without the adjustments, even if their income has risen.

The result is a quiet, easy-to-overlook opportunity: use these changes to

revisit your paycheck withholding, retirement savings mix, and bonus strategy

early in the year instead of waiting until filing time.

There are still seven federal tax brackets for ordinary income in 2026: 10%,

12%, 22%, 24%, 32%, 35%, and 37%. While the rates themselves are unchanged,

the income thresholds for each bracket have moved up, meaning more of

your income may fall into lower brackets than in 2025. At the same time, the

standard deduction has increased to 16,100 dollars for single filers, 32,200

dollars for married couples filing jointly, and 24,150 dollars for heads of

household. Older taxpayers and those who are blind may qualify for an

additional standard deduction amount on top of those figures. For families

who take the standard deduction rather than itemizing, this larger “first

chunk” of income that is shielded from tax can be meaningful.

What does that mean in practical terms? If your income has not changed

dramatically, you may find that your total tax bill as a percentage of income is

slightly lower in 2026 because more of your earnings are either covered by

the standard deduction or taxed at lower bracket rates.

However, your employer’s default withholding tables are based on IRS

guidance and do not know your personal situation—marital status, dual

incomes, outside investment income, or the timing of bonuses. That makes

1Q2026 an ideal time to review your W-4 elections to ensure that:

You are not having too little withheld, which can lead to an unpleasant

surprise at filing.
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You are not having far too much withheld, which effectively gives the

government an interest-free loan that could have been saved or invested.

A paycheck review can also highlight opportunities to direct more pre-tax or

Roth contributions toward retirement. The IRS has increased contribution

limits for many workplace retirement plans and IRAs for 2026, reflecting

inflation and wage growth. If higher standard deductions and bracket

thresholds mean your current tax bite is a bit softer, you may decide to lean

into Roth contributions to build up tax-free income later in retirement. Roth

dollars do not give you an upfront deduction, but qualified withdrawals in

retirement are tax-free, which can provide flexibility in future years when

rates or your income may be higher. Conversely, higher earners who expect to

be in a lower bracket in retirement might still favor traditional pre-tax

contributions, especially if their current marginal bracket remains in the

upper bands.

Bonus timing is another area where the 2026 bracket landscape matters.

Many professionals receive significant bonuses in the first quarter of the year,

which can push total taxable income up into higher brackets or trigger

additional taxes.

If you know a large bonus is coming, you and your advisor can estimate where

your total income will fall relative to the 2026 brackets and adjust withholding

or retirement deferrals accordingly. For example, increasing your 401(k) or

403(b) deferral rate in the months surrounding a bonus may help keep more

of your income in lower brackets, while also accelerating progress toward

your savings goals.

It is also important to coordinate paycheck planning with other elements of

your tax life. Couples who both work often have withholding set as if they

were single, which can lead to an under-withholding problem once two

incomes are combined on a joint return. Self-employment income, side gigs, 
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or significant investment income can also require quarterly estimated

payments that are not captured in employer withholding. In these cases, a

mid-year or at least annual check-in with your advisor and tax professional

can help right-size withholding and estimates so that the combination covers

your projected liability without excessive over-payment.

From a planning perspective, the bigger idea is to treat your paycheck as a

controllable lever in your broader financial strategy. The 2026 brackets and

deductions set the backdrop, but your W-4 choices, savings rates, and use of

tax-advantaged accounts determine how much of your gross income

ultimately shows up in your net worth. An advisor can run side-by-side

scenarios showing how different withholding settings, Roth vs. traditional

mixes, and bonus deferral decisions affect your year-end tax outcome and

long-term projections. That kind of proactive “paycheck planning” turns what

might feel like a dry IRS update into tangible decisions that support your

goals.

In short, 2026’s higher standard deductions and inflation-adjusted brackets

are a quiet tailwind for many taxpayers, but the real value comes from how

you respond. Reviewing your withholding, aligning your retirement

contributions with your current and expected future tax picture, and

thoughtfully managing bonus income may help you manage tax exposure

more efficiently and align income with your broader financial strategy. Talk

with your advisory team early in the year so that your paychecks throughout

2026 reflect the strategy you actually intend, rather than the default settings

on a form you filled out years ago.

This material is published and distributed by Financial Media Exchange for informational and educational purposes only. It is not intended as investment advice or a

recommendation to buy or sell any security.

Tax laws and IRS guidance are subject to change. Individual results will vary based on personal circumstances

Investing involves risk, including the potential loss of principal. Past performance does not guarantee future results. Forecasts and expectations are based on current

data and are subject to change without notice.

The information presented is believed to be reliable but is not guaranteed. Financial Media Exchange and its affiliates do not receive compensation related to the

companies, industries, or investment themes discussed. You should consult your own financial professional before making any investment decisions.

This content complies with SEC Rule 206(4)-1 and FINRA Rule 2210 governing educational communications, and it does not promote any specific products, services, or

investment strategies.
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