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Income Insights: Understand Your Effective Tax
Rate

While the media and politicians tend to focus on marginal tax rates—the highest tax bracket
applicable to your last dollar of income earned—it can actually be more helpful to understand
your effective tax rate.
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Understand Your Effective Tax Rate

The effective tax rate is a blended rate applied to your taxable income; it represents your
average tax rate. This can provide a more realistic picture of your true tax burden and can be
significantly lower than your marginal rate. Here's how to calculate your effective tax rate:

1. Determine your total taxable income: This is your total income less any applicable
deductions, and it can be found on Line 15 of your 2025 IRS Form 1040.

2. Locate your total taxes due: This can be found on Line 24 of your 2025 IRS Form 1040.

3. Divide taxes due by total taxable income: The output will be your effective tax rate.

Knowing both your effective tax rate and your marginal rate will help you make informed
decisions in financial planning and budgeting. It can also help your financial advisor identify
opportunities for improved tax efficiency within your investment portfolios.

Allspring Global Investments does not provide accounting, legal, or tax advice or investment
recommendations. Any tax or legal information in this article is merely a summary of our
understanding and interpretations of some of the current income tax regulations and is not
exhaustive. Investors should consult their tax advisor or legal counsel for advice and
information concerning their particular situation.

This material is provided for informational purposes only and is intended for retail public
distribution in the United States. Use outside the United States is for professional/qualified
investors only.
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This content and the information within do not constitute an offer or solicitation in any
jurisdiction where or to any person to whom it would be unauthorized or unlawful to do so. It
should not be considered investment advice, an investment recommendation, or investment
research in any jurisdiction.

INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price,
or income of investments or financial instruments can fall as well as rise and is not



guaranteed. You may not get back the amount originally invested. Past performance is not a
guarantee or reliable indicator of future results. Returns may increase or decrease as a result
of currency fluctuations.
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