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TOWERP¢INT TRENDING TODAY

Minimizing the Necessary Evils of Building Net Worth —
Taxes and Investing Costs - 11.14.2022

The markets, politics, and economy are uncontrollable and unpredictable. However, income
taxes and investing costs, while unpleasant for sure, are omnipresent and forever.

As you work to build and protect your net worth, investing costs, fees, and expenses are
virtually unavoidable. And owning investments inevitably means you will be subject to income
tax obligations as well. The bad news? These two “necessary evils” are inevitable and
unavoidable when working to grow and protect your net worth. The good news? With
intelligent and proactive planning, we DO have some control over reducing and minimizing
both!
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Be it taxes or investment costs, it’s not what you make but what you keep. Let’s take a closer
look at both necessary evils, and what can be done to reduce and minimize each of them.

Necessary Evil 1 - Taxes

Are income taxes dragging you down, ruining the “gas mileage” of your portfolio, and bringing

down its real return? While financial and investment decisions should never be primarily driven

by taxes, evaluating opportunities to reduce and minimize the income tax drag of your portfolio
should always be top of mind.
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Impact of taxes on investment returns, 1926-2019
Average annual return %
10.2%
8.2%
5.5%
Stocks Stocks Bonds Bonds
after taxes after taxes
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Things to consider:

1. The location of your investments matters: If you have a “regular” taxable account and
also a tax-deferred retirement account, understanding which account to hold which of your
investments in makes a huge difference. Knowing how to leverage, and what to hold, inside
of IRA and 401(k) accounts can have a significant influence on your net, after-tax.

Individual stocks you plan to hold for Individual stocks you plan to hold for
more than one year more than one year

Tax-managed stock funds, index funds,  Actively managed funds that may

exchange-traded funds (ETFs), generate significant short-term capital
low-turnover stock funds gains

Stocks or mutual funds that pay Taxable bond funds, zero-coupon
qualified dividends bonds, inflation-protected bonds or

high-yield bond funds

Municipal bonds, | bonds (savings Real estate investment trusts
bonds)
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2. When to buy and sell your investments matters: Tax-loss harvesting and the strategic
realization of capital gains can make a huge difference when reducing the overall tax drag
of your portfolio.

3. Which accounts to trade in matters: Should you buy and sell in your tax-deferred IRA or
401(k) account, or would it be better to take advantage of the long-term capital gain and/or
return of principal opportunities that a “regular” taxable account offers?

4. The type of investments and funds you own also matters: Certain funds trade less and
have lower turnover, tending to be inherently more tax efficient, as compared to funds that
do a lot of active buying and selling, which can generate unwanted income and capital gain
distributions.
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5. Which accounts you make withdrawals from matters: When taking money from your
portfolio, being mindful of the type of account you decide to draw from matters, as does
your personal income tax bracket at the time these withdrawals occur.

Necessary Evil 2 - Investment Costs

A SMA A
WILL SINK A GREAT SHIP. 22
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Four out of 10 investors don’t know how much they are paying in fees and investment costs,
according to a study by Consumer Reports. And one of the easiest ways to bolster your
returns and to better grow and protect your net worth is through expense, fee, and cost
reductions.

Funds with lower costs have
outperformed more expensive ones

Average 6.9%
yearly return

srossese I -+

Average &0%

yearly return

Median fund in highest-cost quartile B Median fund in lowest-cost quartile
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Things to consider:

1. Consider low-cost index funds and ETFs over actively-managed funds. While you don’t
receive a bill in the mail to physically write a check to pay the internal costs and expenses
of your diversified investment funds (these are paid directly out its returns), it is essential to
be aware of, and work to reduce, this necessary evil.

2. Reduce/eliminate account custodial fees and trading commissions/costs. Use a
custodian or brokerage firm that doesn’t charge for these things. This is simple, and an
absolute no-brainer. Towerpoint Wealth has partnered with Charles Schwab as our
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custodian, and our clients do not pay any account custodial fees, nor any stock/ETF
trading commissions.

3. Do not pay a “load” when investing in a mutual fund. A “load” is another word for
commission. Don’t pay them, and instead seek out no-load and institutional funds, and
financial advisors who recommend them.

4. Pay attention to hidden fees within your company-sponsored retirement plan. Ask to
see the summary plan description, also known as the plan document. If your menu of
investment choices is a limited selection of high-expense/high-fee funds, ask your plan
administrator why, and what lower-cost options are available to you.

Reducing and minimizing investment costs and income taxes is a significant responsibility of
properly managing, protecting, and growing your net worth. There is no question that the drag
created by these two necessary evils reduces the overall “gas mileage” of your portfolio, but
fortunately, you do have direct control over the application and implementation of the above-
mentioned strategies. As Warren Buffett said:

66 INVESTORS SHOULD REMEMBER({ -
THAT EXCITEMENT AND X
EXPENSES ARE THEIR
ENEMIES. 39
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Have questions or concerns? Message us to share them, and let us know you’re
interested in learning more.

Click the Wealth Management Philosophy banner image below to learn more about
exactly how we help our clients build and protect their net worth.

LEARN MORE ABOUT OUR

SIWEALTH MANAGEMENT
PHILOSOPHY
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IN CASE YOU MISSED IT &%}

Keeping our professional saw sharp!

After two years of having to host the conference virtually, the 2022 Charles Schwab IMPACT
conference, aka the “World Series of Investment Conferences,” was back in full effect in
Denver, CO this month.

Among the more than 5,000 invite-only attendees were our Director of Research and Analytics,
Nathan Billigmeier, our Director of Tax and Financial Planning, Steve Pitchford, and our Partner,
Wealth Advisor, Jonathan LaTurner.

From live keynote presentations from some of the biggest names in business, finance, wealth
management, and politics, to intimate and interactive breakout sessions throughout the three-
day event, the conference is a one-of-a-kind and fully-immersive experience for attendees.

Click the image below to find out more about what Jon, Nathan, and Steve learned!
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SOCIAL TRENDING MOMENTS .
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Here are some of our top trending moments at Towerpoint you might have missed on our
social platforms.

Linked [}
LinkedIn Twitter Instagram Facebook

TOWERPOINT TUBE C3 drm '
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Are you aware of your ability to align your investment portfolio with your personal values?

Watch an interesting and insightful conversation between our President, Joseph F. Eschleman,
CIMA®, and Jay Lipman, co-founder at Ethic Investments, a global leader in ESG investing
who helps empower wealth advisors and investors to create sustainable and socially-
responsible portfolios.

Joseph and Jay specifically touch on:

« What is ESG, sustainable, and responsible investing?

« Why demand for ESG, sustainable, and responsible investing has exploded over just
the past 18 months.

e Why returns and growth no longer need to be sacrificed when utilizing and
implementing an ESG and sustainable investment philosophy.

« Why utilizing a customized separately managed account (SMA) is a much more
effective way to develop and implement a inclusionary and exclusionary ESG-focused
portfolio, as opposed to an ESG ETF or open-end mutual fund.

« How the pandemic and COVID-19 accelerated the growth and focus on ESG investing.

« What the future of ESG, sustainable, and responsible investing looks like.
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ESG, SUSTAINABLE

PRESIDENT & CEO
~ JOSEPH |
ESC“LEMAN‘

Watch our educational video on YouTube!

TPW TAXES

Have you heard of an exchange fund? Are you How I¥iorks
aware of how an exchange fund can help you
diversify your holdings and defer capital-gains

taxes? s
Exchange funds, also known as swap funds, Basko ofSouries aw
pool large amounts of concentrated \‘. el

shareholders of different companies into a
single investment pool, allowing large
shareholders of a single stock to exchange this
concentrated stock holding into a share in the :
pool’s more diversified portfolio. o—

Each exchange fund investor receives a share of

partnership units commensurate with their contribution. The fund then employs its strategy,
and usually after seven years, you have the option to redeem your units. When you do, you
typically receive a pro-rata share of some or all of the stocks in a fund’s portfolio, depending on
the policy of the individual fund. Or, you can continue to stay invested in the partnership on a
tax-deferred basis. Have more questions? Contact us or click below to message our Director of
Tax and Financial Planning, Steve Pitchford, to request a complimentary analysis.

MESSAGE

STEVE PITCHFORD - DIRECTOR
\OF TAX AND FINANCIAL PLANNING

Have you considered specific 4Q, 2022 tax-planning and tax-reduction opportunities,
before December 31 comes and goes?
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TRENDING TODAY TOWERP>¢INT

1. Republican Infighting Roils Congress As Midterms
Fallout Continues
Washington Post — 11.15.2022

Republicans in both chambers of Congress mounted
challenges to their leaders Tuesday as disappointment
over their lackluster performance in the midterm elections
manifested in infighting and instability at the Capitol.

2. CNN, ABC News Cuts: TV News’ Belt-Tightening Era

Begins
Hollywood Reporter — 11.16.2022

As CNN, ABC News, and others grapple with an
advertising downturn and lower linear (non-streaming)
viewership, the new mandate is to trim costs and find
savings however they can while staffers weather the
storm.

3. Yankees Ready to Pay Top Dollar to Keep Aaron

Judge
NY Post - 11.15.2022

Hal Steinbrenner sounds prepared to do what it takes to
keep Aaron Judge a Yankee - to a point. The Yankees’
managing general partner said Tuesday he told Judge
he wants him to stay in the Bronx and indicated money
won’t prevent that from happening.

If you speak with someone who is concerned or unsettled about their investments or
advisor, we welcome talking with them.
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TOWERP><¢INT TRENDING TODAY

OUR COMMUNITY

While the global 24/7 news cycle churns, twists, and turns, here are a number of fun,
local trending events of note:

. Napoleon Dynamite: A Conversation with Jon Heder (Napoleon Dynamite), Efren
Ramirez (Pedro), and Jon Gries (Uncle Rico) — November 19, Crest Theater

. UC Davis Symphony Orchestra — November 19, Mondavi Center

. Detroit Pistons vs. Sacramento Kings, November 20, Golden1 Arena

. Van Gogh: The Immersive Experience — West Sacramento, Jefferson Boulevard

. Crafts and Drafts — November 26, Drakes: The Barn

. Trans-Siberian Orchestra — November 29, Golden1 Arena

As always, we sincerely value our relationships and partnerships with each of you, as well as
your trust and confidence in us here at Towerpoint Wealth. We encourage you to reach out to
us at any time (916-405-9140, info@towerpointwealth.com) with any questions, concerns, or
needs you may have. The world continues to be an unsettled and complicated place, and we
are here to help you properly plan for and make sense of it.

Joseph, Jonathan, Steve, Lori, Nathan, Michelle, and Luis

TOWERP*INT

THANK YOU FOR

TRUSTING USé

We enjoy social media, and are actively growing our online community!

Follow us on any of these platforms, message us there and let us know your
favorite charity. We will happily donate $10 to it!

Towerpoint Wealth, LLC is a Registered Investment Adviser. This material is solely for informational
purposes.Aadvisory services are only offered to clients or prospective clients where Towerpoint Wealth, LLC and its
representatives are properly licensed or exempt from licensure. Past performance is no guarantee of future returns.
Investing involves risk and possible loss of principal capital. No advice may be rendered by Towerpoint Wealth, LLC
unless a client service agreement is in place.
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