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Tax loss harvesting is a full year endeavor. Generally, individual investors address losses at the end of the year, but for
our team, we take a more active approach based on the regular fluctuations of the market.

Tax loss harvesting is a tactical strategy of realizing losses to offset current year capital gains and/or up to $3,000 of your
current year taxable income (compensation, private investments, etc.)." Additionally, these losses can be “banked” to be
used to offset future year’s capital gains.
The strategy has four stages'

1. Identify and sell investments with unrealized losses

2. Select replacement securities

3. Portfolio continues to deliver client-specific exposure

4. Manage sector, industry, and security risks relative to benchmark

The result is creating a potential tax benefit while maintaining your long-term asset allocation.

While most investors execute tax loss harvesting at the end of the year, we advocate for year-long awareness.
e Historically, the average S&P500 intra-year correction is 10%
e Breaking down index returns:
o 2023:S&P returned 26.29%
= ~72% of stocks had a maximum drawdown of more than 15%
= 171 stocks had negative returns for the year
o 2024:S&P returned 25.02%
= ~69% of stocks had a maximum drawdown of more than 15%
= 172 Stocks had negative returns for the year

In 2020, investors who addressed tax losses in November and December would have missed one of the greatest
opportunities to capture losses and reallocate accounts while staying invested and potentially capitalizing on stock
appreciation. Each dollar of tax loss harvesting realized during the year could help reduce taxes and allow us to re-
allocate your investments with a reduced tax burden.

To bring this full circle to today — we are currently going through a period of increased volatility and both individual
names and the indexes are experiencing declines. This presents several opportunities:
e Capture losses where possible
e Reallocate accounts if necessary
o If there is excess cash waiting for investment, begin a more tactical dollar cost averaging strategy to possibly
take advantage of attractive prices

Just like investing, managing a tax efficient portfolio is a full-time job.
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Morgan Stanley Smith Barney LLC (“Morgan Stanley”), it’s affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not provide tax or legal
advice. Clients should consult their tax advisor for matters involving taxation and tax planning and their attorney for matters involving trust and estate planning and
other legal matters.

Tax-loss harvesting. IRS rules stipulate that if a security is sold by an investor at a tax loss, the tax loss will not be currently usable if the investor has acquired (or has
entered into a contract or option on) the same or substantially identical securities 30 days before or after the sale that generated the loss. This so-called “wash sale” rule
is applied with respect to all of the investor’s transactions across all accounts.

Any type of continuous or periodic investment plan does not assure a profit and does not protect against loss in declining markets. Since such a plan involves
continuous investment in securities regardless of fluctuating price levels of such securities, the investor should consider his financial ability to continue his purchases
through periods of low-price levels.

Asset Allocation and Rebalancing do not protect against a loss in declining financial markets. There may be a potential tax implication with a rebalancing strategy.
Investors should consult with their tax advisor before implementing such a strategy.

Indices are unmanaged. An investor cannot invest directly in an index.

For index, indicator and survey definitions referenced in this report please visit the following: https://www.morganstanley.com/wealth-investmentsolutions/wmir-
definitions

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their accuracy or completeness.
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iInvestopedia: https://www.investopedia.com/terms/t/taxgainlossharvesting.asp#:~:text=The%20Bottom%20Line-
JTax%2Dloss%20harvesting%20is%20the%20timely%20selling%200f%20securities%20at,%243%2C000%20in%20net%20losses%20annually.
i parametric Custom Core Equity — First Quarter 2023 — Page 12

i Factset, as cited in Parametric Custom Core Equity — Fourth Quarter 2024 — Page 12, 14, 16
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