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You’re busy, but your financial well-being always deserves a %&j ? / / y
moment! Among other things, | wanted to use this month’s

Wealthful Wisdom for Impact Newsletter as an opportunity to B A ELLAMARE, (CERS; MBA
share what we believe to be one of the most important trends b o RAYMOND JAMES
in asset management and one of the most impactful strategies

we’ve adopted over the past few years that also incorporates ESG (environmental, social, and governance) solutions that

are in step with your values — direct indexing.

In short, direct indexing is a strategy that seeks to provide the market-tracking returns of index investing,
while offering potentially significant tax and other advantages. This is a strategy that many large institutions have
used for decades, but only recently have advances in technology and reductions in trading costs made it accessible to
the masses. And to be clear, direct indexing will not be a fit for all investors, as it does add additional complexity to a
portfolio and the tax benefits may not be as advantageous in all circumstances.

I've outlined a few ways this strategy can benefit investors when we determine it is a suitable fit within their broader
financial plan.

Index Returns - Index investing has proven very difficult to beat and exploded in popularity in recent decades,
with many portfolios now seeking to match the return of a given index, for example the S&P 500, through a low-
cost, tax-efficient index mutual fund or exchange-traded fund (ETF). Direct indexing takes the approach a step
further and rather than owning a single fund to track the index, the investor owns a sampling of the individual
stocks within that index, and that is where the potential benefits come from.

Tax Alpha - By owning individual stocks, the managers overseeing the direct indexing strategy are able to go
into clients’ portfolios and systematically harvest tax losses when stocks decline. By swapping one stock at a loss
for another stock occupying a similar space in the market, they are able to generate tax losses on paper while
maintaining market exposure and seeking to match index returns — and avoid IRS wash sale rules in the process.
These realized tax losses can then be used by investors to help offset capital gains elsewhere in their portfolio,
deduct up to $3,000 against their income each year or carried forward for use in future years. These deductions
can help provide real tax savings and potentially provide investors with better after-tax returns. This benefit is
often referred to as “tax alpha”.

Customization - An additional benefit of owning individual stocks vs. an index fund is the ability to customize

your holdings based on any number of preferences, including ESG. Investors may have a concentrated
exposure to a specific stock or sector or have a values-driven goal for their investments — these can all be
factored into your portfolio by having the manager reduce or exclude certain stocks or sectors based on your
instructions. For ESG specifically, methodologies can apply positive screening favors for stocks with positive
ESG rating or best-in-class within a sector to create personalized indexes. Exclusionary screening is also
available, excluding specific securities or sectors based on an investor’s preferences. This can be particularly
useful for investors with employee stock from large companies whose stock may comprise a significant portion
of an index . By excluding that stock from their direct indexing portfolio, investors have the ability to avoid
inadvertently increasing their concentration or they can manage their concentration by funding their direct
indexing account with existing shares.

Charitable Giving - Additionally, if you ever make charitable gifts using highly-appreciated securities,
owning individual stocks vs. a fund provides you even more flexibility. With direct indexing, you are able to
pick out the stocks with the largest gains over time and use those to fund donations, generating additional tax
benefits by foregoing those capital gains and receiving a larger charitable deduction.



Legacy Investments -» Finally, direct indexing can be a great option for dealing with legacy holdings. If you have
a portfolio of existing stocks that you are unhappy with for any reason (i.e. not aligned with your
environmental, sustainable, social, governance values), or just no longer want to manage the same way, but
don’t want to sell them and realize capital gains, you can use those stocks to build out a direct indexing
account. Our team will provide a personalized recommendation on what to keep, what to sell and what to buy
in a way designed for tax efficiency while moving toward an ESG tilted index-investing approach.

If you have any questions or would like more information about direct indexing and how it might fit into your portfolio
and overall financial plan, please don’t hesitate to reach out. I’'m always happy to help. Enjoy a few more Wealthful

Wisdom topics further below.

On a personal note, my family had a wonderful time (despite out lackluster kicking skills) as guests of Johns Hopkins All
Children’s Hospital at the annual Kicking for Kids celebration and check distribution event. As a grateful patient family,
we care tremendously for the organization and it’s great that Raymond James and the Tampa Bay Buccaneers have
teamed up more than 20 years to support local children’s hospitals through Kicking for Kids. Picture below.

September is Life Insurance Awareness Month
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You might only think of life insurance as
a way to provide financial assistance to

loved ones after your passing.

-

A life insurance policy could help protect
your estate while ensuring your heirs
- have the liquidity they need.
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More Sustainability Spotlights

Thinking of making energy efficient
home improvements?

You may be eligible for some of the great
energy efficient home improvement tax
credits available in 2023-2032 as part of the
Green New Deal Act (a.k.a. Inflation
Reduction Act of 20233). Learn what
qualifies in the attachment and here. Seek
out your tax professional for further tax-
related details and advice.
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6 Al is the latest buzzword.

Learn How Al and Clean Tech Help Create
Better, Greener Buildings

Life insurance is often overlooked, despite it being a fundamental
component of a sound financial plan. Here’s a few great tools and
reads about the important role life insurance can take within a
financial plan:

Life Insurance Policy Review Checklist

Comprehensive Life Insurance Analysis

Bolster Your Business Planning Strategy with Life Insurance

& Life Insurance, Loans and Liquidity for Your Heirs

New to Understanding ESG/Sustainable Investing?
Here’s some of my favorite resources for you to explore:

Sustainable Investing Misconceptions vs Reality

Why Choose Sustainable Investing

What is Sustainable Investing? Sustainable investing allows clients
to purposely invest in companies and initiatives making a positive
impact in the world. This approach assesses not only a company’s
bottom line, but the way it gets there. A wide range of
environmental, social and governance (ESG) issues can be
considered in assessing a company’s sustainability and long-term
performance potential, for example:

&,

Environmental Social
Water scarcity
Climate change
Waste & pollution
Energy efficiency

Biodiversity & deforestation

Governance ﬁ

Transparency —
Board composition

Executive compensation
Business ethics

&

Human rights
Cybersecurity

Gender & diversity
Community development

Employee engagement Shareholder relations

Political contributions


https://www.raymondjames.com/about-us/giving-back/kicking-for-kids
https://www.raymondjames.com/-/media/rj/common/advisor-site-pdfs/life-insurance-policy-checklist.pdf
https://www.raymondjames.com/chelseacellamare/resources/calculators/enhanced-life-insurance
https://www.raymondjames.com/chelseacellamare/resources/2023/05/15/bolster-your-business-planning-strategy-with-life-insurance
https://www.raymondjames.com/chelseacellamare/resources/2023/09/07/life-insurance-loans-and-liquidity-for-your-heirs
https://www.raymondjames.com/chelseacellamare/resources/calculators/enhanced-life-insurance
https://www.irs.gov/credits-deductions/energy-efficient-home-improvement-credit
https://www.raymondjames.com/chelseacellamare/resources/2021/06/02/how-ai-and-clean-tech-help-create-better-greener-buildings
https://www.raymondjames.com/chelseacellamare/resources/2021/06/02/how-ai-and-clean-tech-help-create-better-greener-buildings
https://www.raymondjames.com/chelseacellamare/resources/2021/06/11/sustainable-investing-misconceptions-vs-reality
https://www.raymondjames.com/chelseacellamare/resources/2022/06/07/why-choose-sustainable-investing
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Certified Financial Planner Board of Standards Inc. (CFP Board) owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, CFP® (with plaque design), and CFP® (with flame design) in
the U.S., which it authorizes use of by individuals who successfully complete CFP Board's initial and ongoing certification requirements.

Raymond James is not dffiliated with the above organizations and/or charitable causes.
To opt out of receiving future emails from us, please reply to this email with the word “unsubscribe” in the subject line.

Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, authorize or sponsor any
of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any website or the collection or use of
information regarding any website's users and/or members. The information contained in this report does not purport to be a complete
description of the securities, markets, or developments referred to in this material. The information has been obtained from sources considered
to be reliable, but we do not guarantee that the foregoing material is accurate or complete. Any opinions are those of Chelsea Cellamare and
not necessarily those of Raymond James. Expressions of opinion are as of this date and are subject to change without notice. There is no
guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Investing involves risk and you may incur a
profit or loss regardless of strategy selected, including diversification and asset allocation Individual investor's results will vary. Past
performance does not guarantee future results The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered
representative of the U.S. stock market. Keep in mind that individuals cannot invest directly in any index. You should discuss any tax or legal
matters with the appropriate professional. Holding stocks for the long-term does not insure a profitable outcome. Investing in stocks always
involves risk, including the possibility of losing one's entire investment. Any information is not a complete summary or statement of all
available data necessary for making an investment decision and does not constitute a recommendation. Every investor's situation is unique
and you should consider your investment goals, risk tolerance and time horizon before making any investment. Prior to making an investment
decision, please consult with your financial advisor about your individual situation.

Incorporating sustainable investing criteria into the investment selection process may result in investment performance deviating from other
investment strategies or broad market benchmarks.
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