
 

Tax Planning Strategies During Market Pullbacks 
It’s very natural to become nervous and unsettled during stock market pullbacks like we are in currently. 
We get asked often if there is anything people should be doing when the market is down. Often times the 
answer is no – we focus on building high-quality portfolios that are sturdy enough to make it through 
these environments, and plan for bear markets and regular pullbacks in your financial plans. That said, 
these time periods can provide opportunities from a tax planning standpoint that you might be able to 
take advantage of. Some examples include: 

1. Roth Conversions 
a. Converting Traditional IRA assets to Roth IRAs while the values are down might allow you to 

convert more shares for the same tax cost, or convert the same number of shares for less 
taxes. Moving assets into a Roth IRA then allows the recovery/growth in the future to 
potentially be tax free. This is specifically beneficial if you plan to pay the taxes with cash 
rather than sell shares to have the taxes withheld at conversion. 

b. If you are Required Minimum Distribution (RMD) age you must first take out the RMD before 
you can do Roth conversions. 

c. If you are under age 59 ½ at the time of the conversion, the 10% early distribution penalty 
does not apply to the amount converted. However, any amount withdrawn but not 
converted, including taxes withheld, is subject to the 10% penalty if you are under the age 
of 59 ½. 

d. You cannot convert Inherited IRA assets unless you inherited the Traditional IRA from a 
spouse. 

e. There is a video on our website with more details regarding Roth conversions: 
https://theschutzperigogroup.rwbaird.com/educational-resources 

2. Realizing Capital Gains 
a. Market pullbacks might allow you to reposition assets with significant unrealized capital 

gains on the outside of retirement accounts. You might be holding assets that could be 
repositioned better for long-term growth if it weren’t for the high tax cost of realizing those 
capital gains. While the market is down is a great time to reevaluate this moving forward. 
You might be able to lock in lower capital gains currently and reposition those funds into 
better long-term investments. 

b. There is also a video on our website regarding tax planning, capital gains rates, etc: 
https://theschutzperigogroup.rwbaird.com/educational-resources 

 
We’d also like to remind everyone who is still contributing to their retirement/investment accounts that 
these types of pullbacks can be very beneficial for dollar cost averaging. If you are adding the same 
amount each paycheck you are acquiring more shares with every contribution when the values are down. 
If you have the extra funds right now you might consider increasing your contributions to take advantage 
of the lower prices. 
 
As always, we encourage you to be proactive with your CPA or tax professional when thinking about tax 
planning opportunities. If you would like to discuss these topics or anything else please don’t hesitate to 
reach out to any member of our team. We are here for you as always. 


