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In a perfect world, investors would only see gains when checking their accounts. But
in the real world, the stock market can be volatile and doesn’t always trade on a
straight upward trajectory. No one wants their investments to decline, but when the
market does trade lower, it's possible to convert those losses into valuable tax assets.
This process is called tax-loss harvesting and involves selling underperforming
investments to create capital losses, which can offset current-year taxes or be carried
forward. This process typically occurs at year-end when investors review their annual
portfolio performance and the potential tax implications.

The chart below explains how tax-loss harvesting works. It compares two portfolios
that start with a $100,000 value and generate both a $10,000 gain and a -$5,000 loss
during the year. In Scenario A, the investor realizes the $10,000 capital gain by selling
the profitable investment but doesn't sell the unprofitable investment with a -$5,000
loss. The result is a net $10,000 capital gain, which, at a 25% tax rate, would incur a
$2,500 tax liability. In Scenario B, the investor realizes the $10,000 capital gain but
also sells the investment with a -$5,000 loss. The investor has both a $10,000 capital
gain and a -55,000 capital loss, which offset to create a net $5,000 capital gain. At the
same 25% tax rate, the investor faces a $1,250 tax liability, saving $1,250 in taxes.

Tax-loss harvesting offers tax advantages for investors with significant capital gains or
losses, but there are special considerations. The IRS created the wash sale rule to
discourage investors from selling securities at a loss solely for tax deductions. The rule
states that if you sell a security at a loss, you can't purchase the same or a
"substantially identical" security within 30 days before or after the sale. Additionally,
tax-loss harvesting is only applicable to taxable investments, not tax-advantaged
retirement accounts. Finally, it’s important to keep in mind that the trading costs of
selling and buying a new security could offset a portion of the tax benefits.

In summary, when done correctly, tax-loss harvesting can convert market selloffs into
tax benefits. It’s a tool you can use to sell investments and rebalance portfolios in a
tax-efficient manner, but it shouldn’t outweigh other financial considerations,
jeopardize your long-term goals, or cause you to sell an attractive long-term holding.
However, when the opportunity arises and you’re reviewing portfolios, tax-loss
harvesting can be a powerful tool to rebalance and diversify a portfolio.

Figure 1 — Tax-Loss Harvesting Example

Scenario A - No Action

Scenario B - Tax Loss Harvesting

Starting Portfolio Value: $100,000 Starting Portfolio Value: $100,000
Unable o use the loss Gains on Sold Positions: +$10,000 Gains on Sold Positions: +$10,000
unless you sell the position — Loss on Positions (Not Sold): -§5,000 Losses on Sold Positions: -85,000 + Sold positions with losses can
Net Taxable Gain: +510,000 Net Taxable Gain: +55,000  offsetyouryearend taxzble gain
Tax Rate: 25% Tax Rate: 5%
Taxes Paid: -$2.500 Taxes Paid: -$1.250
Taxes Saved: +51,250  + Saved from Tax Loss Harvesting
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PEAK Wealth Management LLC a Registered Investment Adviser, offers global, risk-managed, multi-asset class, and index-focused
portfolio strategies to individual advisory clients. Please visit our website www.peakwealthNH.com for more information and to review
the firm’s Form ADV Part 2A. All investments carry a certain risk, and there is no assurance that an investment will provide positive
performance over any period. An investor may experience loss of principal. Investment decisions should always be made based on the
investor’s specific financial needs and objectives, goals, time horizon, and risk tolerance. The asset classes and/or investment strategies
described may not be suitable for all investors and investors should consult with an investment adviser to determine the appropriate
investment strategy.

Exchange-traded funds (ETFs) are subject to risks similar to those of stocks, such as market, interest rate, foreign exchange, and liquidity
risks. An investor in ETFs may bear indirect fees and expenses charged by the ETFs in addition to their direct fees and expenses, and is
subject to the risk of loss of principal. ETF sponsors may suspend trading in ETFs and may not honor redemption requests. ETFs may
trade at a discount or premium to their net asset value and are subject to the market fluctuations of their underlying investments. When
considering investing in an ETF, you should consult your financial advisor and accountant on how investing in the fund will affect your
taxes.

Before investing in an ETF, you should read both its summary prospectus and its full prospectus, which provide detailed information on
the ETF’s investment objective, principal investment strategies, risks, costs, and historical performance (if any). The SEC's EDGAR system,
as well as Internet search engines, can help you locate a specific ETF prospectus. You can also find prospectuses on the websites of the
financial firms that sponsor a particular ETF, as well as through your broker.

Past performance is no guarantee of future results of any ETF.

Information obtained from third-party sources is believed to be reliable but is not guaranteed. The Firm makes no representation
regarding the accuracy or completeness of information provided herein. All opinions and views constitute our judgments as of the date
of writing and are subject to change at any time without notice.

The S&P 500 Index is a commonly recognized, market-capitalization-weighted index of 500 widely-held companies, designed to
measure the performance of US large-cap stocks. The Russell 3000 Index is a free float-adjusted, market-capitalization-weighted index
which measures the performance of the largest 3,000 US companies representing approximately 98% of the investable US equity
market. The MSCI All Country World Index [ACWI] is designed to measure the performance of the global equity market and is a free
float-adjusted, market-capitalization-weighted index composed of large- and mid-cap stocks of companies located in developed and
emerging countries throughout the world. The MSCI ACWI ex-USA Index is designed to measure the performance of the global equity
market excluding the US component and is a free float-adjusted, market-capitalization-weighted index composed of large- and mid-
cap stocks of companies located in developed- and emerging-market countries. The Bloomberg Barclays US Aggregate Bond Index
[BBG Barc Agg] provides a broad-based measure of the fixed-rate US investment-grade debt market. The Bloomberg Barclays Global
Aggregate Bond Index [BBG Barc Global Agg] measures global investment-grade, fixed-rate debt from both developed- and emerging-
markets. The J.P. Morgan Global Aggregate Bond Index (JPM GABI) provides a broad-based measure of the global fixed-rate,
investment-grade debt markets. The JPM GABI is a US dollar denominated, investment-grade index with asset classes from developed
and emerging markets. Cash refers to overnight Fed funds.





