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As head of Wealth Solutions for the Global
Client Strategy team, Holly Swan is
Allspring’s expert on tax-aware investing.
Her series of articles, Income Insights and
Swan Songs, help advisors and investors
better understand tax- and estate-related

concepts like systematic tax-loss harvesting.

Q: HOW DID YOU COME TO FOCUS ON
THE WEALTH AND TAX SIDE OF ASSET
MANAGEMENT?

A: | actually went to a performing arts high
school for musical theater. Unfortunately,
my singing voice leaves something to

be desired. When it was time to decide
what was next, my family asked if | would
please pursue something a little more
conventional. So | went to college, majored
in economics, continued on to law school,
and thought | would practice entertainment
law. Entertainment law turned out to be

less about entertainment and more about
reviewing documents. My favorite professor
pointed out that | already had an economics
degree and that | loved her trust and
estates class—which was true. | also love
meeting people and problem-solving. Trust
and estates is one of the most personable
areas of the law, so that’s where | focused. |

practiced law for a decade and discovered
it was partially about people, but it was also
a lot about generating forms. So, | moved
into financial services where it's much more
about the human side of planning, and my
practice expanded beyond estate planning
to include taxes.

My world has really come full circle,
combining my arts background with
taxes, estate planning, and economics,
helping advisors deliver on the personal
planning side for their clients. Now | spend
my time educating advisors on taxes and
planning in a way that | hope is engaging
and entertaining. Shockingly, a lot of
people don't find taxes to be entertaining,
but | think we can all agree that they're

an important part of our clients’ overall
investment outcomes.

Q: WHAT IS TAX-AWARE INVESTING, AND
WHAT IS TAX ALPHA?

A: Tax-aware investing is really about
making a series of small changes to asset
location and to investment strategies that
allow investors to keep more of what they
earn after paying income tax.
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i Allinvestors should
minimize taxes due
on their investments.
Technology has also
made that easier.


https://www.allspringglobal.com/insights/articles/income-insights-systematic-tax-loss-harvesting/
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That might be a tiny change like switching from a mutual fund

to an exchange-traded fund (ETF) in a taxable account, because
ETFs are more tax efficient. Or it could mean holding high-
turnover strategies and other tax-inefficient assets in tax-deferred
accounts while keeping stocks that generate qualified dividends,
municipal bonds, and other tax-efficient assets in your taxable
accounts. It also means taking advantage of tax-loss harvesting
throughout the year instead of waiting until December, which has
typically been a very good month for the market. Tweaks like that
can make a huge difference over time. We call it tax alpha.

Q: WHAT DO INVESTORS AND ADVISORS MISUNDERSTAND
ABOUT TAX-AWARE INVESTING?

A: A lot of people think tax-smart investing is only for high-net-
worth or even ultra-high-net-worth investors and that it's out of
reach for other segments. But all investors should minimize taxes
due on their investments. Technology has also made that easier.
Certain investment options that used to be available only for
ultra-high-net-worth investors are now more broadly accessible.

Take separately managed accounts (SMAs), for instance. They
were created specifically for family offices. But with technology
and automation, the benefits of SMAs are now broadly available
to many investors. Investors can really customize their holdings
and control the timing of their capital gains and harvest losses
in a systematic way. Technology allows them to do that cost-
effectively.

Q: MARKET VOLATILITY COULD BE WITH US FOR A WHILE.

HOW SHOULD INVESTORS THINK ABOUT IT FROM A TAX
PERSPECTIVE?

A: Market volatility actually offers a lot of opportunity, even

beyond tax-loss harvesting. First, it provides buying opportunities,
and some of these opportunities we haven't talked about in

years because of high valuations. A lot of advisors talk about net
unrealized appreciation (NUA) with clients for their retirement
accounts. There's also a counterpoint to NUA called NUD, or net
unrealized depreciation, where employees who own shares of
company stock in their 401(k)s who might take advantage of NUA
down the road can actually sell those shares when the valuation

is lower. That means they can potentially lower their cost basis

in those shares, and then if they choose to use NUA down the
road, the basis on which theyre going to be taxed at ordinary
income levels can be lowered. Any advisor who's ever had an NUA
conversation with a client should be talking with them about NUD
right now to help them take advantage of market volatility.

Also from an estate planning perspective, lower valuations
present a great opportunity to do planning. Of course, with gifting
you have carryover basis, so you want to be careful about the
asset types you're planning with. But if you're expecting to have a
large federally taxable estate, there can be big benefits to making
certain gifts while valuations are low.

Q: WHAT WOULD YOU LIKE TO SEE ADVISORS STARTING TO
DO NOW THAT TAX SEASON HAS ENDED TO HELP INVESTORS
PREPARE FOR NEXT YEAR?

A: | would love for advisors to stop thinking of taxes as a
seasonal event. Investors file income tax seasonally, but they
should be planning for taxes on a year-round basis. Once tax
season is here, there's very little that can be done to help clients
reduce their taxes.

From a best practice perspective, advisors should discuss tax-
related issues with clients every single time they talk. Maybe one
month it's about the client’s incentive compensation. The next
month could be about systematic tax-loss harvesting, estate
planning, or charitable giving. The key is making sure you're
having these conversations early enough in the year so they can
take action well before tax season.

i1 Tnvestors file income tax seasonally,
but they should be planning for
taxes on a year-round basis. Once tax
season is here, there's very little that
can be done to help clients reduce
their taxes.
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For further information

We're committed to thoughtful investing, purposeful planning,
and the desire to deliver outcomes that expand above and beyond
financial gains.

Click or scan the QR code to check out Allspring’s insights:

Carefully consider a fund'’s investment objectives, risks, charges, and expenses before investing. For a current prospectus and, if
available, a summary prospectus, containing this and other information, visit allspringglobal.com. Read it carefully before investing.

Allspring ETFs are not available for distribution outside of the United States.

Allspring Global Investments does not provide accounting, legal, or tax advice or investment recommendations. Any tax or legal information in this document 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.
Systematic tax loss harvesting is a year-round approach to harvesting losses in portfolios by selling certain investments at a loss so that losses can be used to offset gains on the sale of other investments-
thereby reducing capital gains tax owed. It aims to capture losses while maintaining a portfolio's risk profile and relevant diversification parameters. The thresholds for and frequency of systematic tax loss
harvesting depend on market conditions and other factors.

This material is provided for informational purposes only and is for professional/institutional and qualified clients/investors only. Not for retail use outside the U.S. Recipients who do not wish to be treated as
professional/institutional or qualified clients/investors should notify their Allspring contact immediately.

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 AND SHOULD NOT BE CONSIDERED INVESTMENT ADVICE, AN INVESTMENT RECOMMENDATION, OR INVESTMENT RESEARCH IN ANY JURISDICTION.

INVESTMENT RISKS: Allinvestments 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.

Allspring Global Investments™ (Allspring) is the trade name for the asset management firms of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds of GTCR
LLC and Reverence Capital Partners, L.P. These firms include but are not limited to Allspring Global Investments Luxembourg, S.A.; Allspring Funds Management, LLC; Allspring Global Investments, LLC; Allspring
Global Investments (UK) Ltd.; Allspring Global Investments (Singapore) Pte. Ltd.; Allspring Global Investments (Hong Kong) Ltd.; and Allspring Global Investments (Japan) Ltd.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated). Content is provided for informational purposes only. Views, opinions, assumptions, or estimates are not
necessarily those of Allspring or their affiliates and there is no representation regarding their adequacy, accuracy, or completeness. They should not be relied upon and may be subject to change without notice.
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