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Why Market Pullbacks Are a Golden Opportunity for Tax
Planning

Market downturns often spark fear—but for proactive investors and planners, they also create a
rare window for powerful tax strategies. One of the most effective tactics during a pullback is a
Roth conversion—moving assets from a traditional IRA to a Roth IRA while values are
temporarily depressed.

If executed correctly, a conversion during a market decline can dramatically reduce your lifetime
tax burden and position you for tax-free growth and income for decades.

A Roth conversion allows you to transfer assets from a Traditional IRA (tax-deferred) into a
Roth IRA (tax-free growth and withdrawals). You must pay income tax on the amount converted
in the year you move the funds—but after that, the money grows tax-free forever.

¢ When account values are down, you convert a smaller amount and pay lower taxes.
¢ As the market recovers inside the Roth IRA, all future growth is tax-free.
¢ You shift future gains away from taxable accounts and into a tax-free environment.

In essence, you pay tax on the down value—then enjoy the full recovery tax-free.

Imagine you have $100,000 in a Traditional IRA. After a market drop, its value falls to $70,000.

e Ifyou convert at $70,000, you pay income tax on the lower amount today.
e When the market rebounds, your $70,000 grows back to $100,000 inside the Roth IRA,
and you enjoy the entire $30,000 growth tax-free for life.
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Without a downturn, you would have paid taxes on the full $100,000. The pullback offers a
unique chance to "lock in" a lower taxable value.

e Bracket Optimization: You can "fill up" your current income tax bracket more
efficiently, avoiding bracket creep while maximizing long-term savings.

o Asset Repositioning: Depressed investments can be repositioned more tax-efficiently
inside the Roth IRA, setting you up for a stronger rebound.

o Legacy Planning: Roth assets pass tax-free to heirs, making conversions an attractive
estate planning strategy during market downturns.

o Can you afford the tax bill? Ideally, you should pay the conversion taxes with outside
cash to keep the full investment growing.

e Mind the 5-Year Rule: Each Roth conversion has its own 5-year clock before penalty-
free access to those converted amounts, even if you're already over 597.

o Watch for Other Income Impacts: A big conversion could impact Medicare premiums,
Social Security taxes, or other income-based thresholds.

Strategic planning with an advisor or tax professional ensures you maximize the benefits
without triggering unintended tax consequences.

Market pullbacks are uncomfortable, but they open doors to smart, proactive financial moves.
A well-timed Roth conversion during a downturn allows you to:

Pay less tax today,
Capture market recovery inside a tax-free environment, and
Build a stronger, more flexible retirement income plan.

Small moves made during downturns can have massive benefits later. Being proactive in
your retirement plan can prove to be extremely fruitful years down the road!
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Financial Strategist, Investment Advisor Representative

Avery Hayes is a dedicated Financial Advisor at Hayes Advisory Group with a focus on strategic
planning and education. With a passion for helping clients navigate the complexities of financial
management, Avery specializes in creating and implementing comprehensive plans that
encompass investment management, financial planning, and tax planning. Avery’s approach is
rooted in a deep understanding of the financial landscape and a commitment to educating clients,
empowering them to make informed decisions about their financial future. Avery also helps with
educational courses taught through employer classes, classes taught for Federal employees, and
The Prepare Institute, a 501©3 non-profit educational institution.

Investment Advisory Services offered through Brookstone Capital Management LLC and Milestone Asset Management LLC, both Registered
Investment Advisors. Investments and/or investment strategies involve risk including the possible loss of principal. There is no assurance that any
investment strategy will achieve its objectives. This information is not intended to be used as the sole basis for financial decisions, nor should it
be construed as advice designed to meet the particular needs of an individual's situation. Avery Hayes and/or Hayes Advisory Group are not
affiliated with or endorsed by the Social Security Administration or any other government agency. The information provided is not intended as
tax or legal advice and should not be relied on as such. You are encouraged to seek tax or legal advice from an independent professional. Any
examples are for illustrative purposes only and do not take into account your particular investment objectives, financial situation, or needs and
may not be suitable for all investors. It is not intended to project the performance of any specific investment and is not a solicitation or
recommendation of any investment strategy.
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