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Bon Voyage!

With the COVID pandemic receding in most areas of the world, Americans are traveling again. U.S. citizens took
more than 98 million international trips in 2023, just short of the pre-pandemic level of 99 million in 2019 and
almost three times higher than the 33 million low in 2020. Here are the regions they visited.

International destinations for U.S. travelers, 2023 .
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Watch for These Hazards on the Road to Retirement

On the road to retirement, be on the lookout for
hazards that can hamper your progress. Here are five
potential risks that can slow you down.

Traveling aimlessly

Embarking on an adventure without a destination can
be exciting, but not when it comes to retirement.
Before starting any investing journey, the first step is
setting a realistic goal. You'll need to consider a
number of factors — your desired lifestyle,
salary/income, health, future Social Security benefits,
any traditional pension benefits you or your spouse
may be entitled to, and others. Examining your
personal situation both now and in the future will help
you home in on a target.

While some people prefer to establish a lump-sum

goal amount — for example, $1 million or more — others

find a large number daunting. Another option is to
focus on how much you might need on a monthly
basis during retirement. Regardless of the approach
taken, be sure to factor in inflation, which can place
unexpected curves in your path.

Investing too aggressively...

You may also encounter potholes when trying to target
an appropriate rate of return. Retirement investors
aiming for the highest possible returns might want to
overweight their portfolio in the most aggressive — and
risky — investments available. Although it's generally
wise to invest at least some of a retirement portfolio in
higher-risk investments to help outpace inflation, the
proportion and individual investment selections should
be determined strategically. Investments seeking to
achieve higher returns involve a higher degree of risk.
Appropriate decisions will reflect your goal, your
investment time horizon, and your general ability to
withstand volatility.

Proceed with Caution

No
savings
goal

...0Or too conservatively

On the other hand, if you're afraid of losing any money
at all, you might favor the most conservative
investments, which strive to protect principal. Yet
investing too conservatively can also be risky. If your
portfolio does not earn enough, you may fall short of
your goal and end up with a far different retirement
lifestyle than you originally imagined.

All investing involves risk, including the possible loss
of principal, and there is no guarantee that any
investment strategy will be successful.

Giving in to temptation

Most people experience an unplanned detour on the
road to retirement — the need for a new car, an
unexpected home repair, an unforeseen medical
expense, or the opportunity to take a long, exotic
vacation.

During these times, your retirement portfolio may loom
as a potential source of funding. But think twice before
tapping these assets, particularly if the money is in a
tax-deferred account such as an employer-sponsored
plan or IRA. Consider that:

* Any dollars you remove from your portfolio will no
longer be working for your future.

* In most cases, you will generally have to pay regular
income taxes on amounts that represent tax-deferred
investment dollars and earnings.

« If you're under age 59%, you may have to pay an
additional penalty of 10% to 25%, depending on the
type of retirement plan and other factors (some
emergency exceptions apply — check with your plan
or IRA administrator).

It's best to carefully consider all other options before
using money earmarked for retirement.

Prioritizing college over retirement

Many well-meaning parents may feel that saving for
their children's college education should be a higher
priority than saving for their own retirement. "We can
continue working as long as needed," or "our home will
fund our retirement,” are common beliefs. However,
these can be very risky trains of thought. While no
parent wants his or her children to take on a heavy
debt burden to pay for education, loans are a common
and realistic college-funding option — not so for
retirement. If saving for both college and retirement
seems impossible, a financial professional can help
you explore a variety of tools and options to assist you
in balancing both goals (however, there is no
assurance that working with a financial professional
will improve investment results).
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Mixing It Up: Asset Allocation and Diversification

Asset allocation and diversification are so fundamental
to portfolio structure that it's easy to lose sight of these
strategic tools as you track the performance of specific
securities or the dollar value of your investments. It
might be worth considering how these strategies relate
to each other and to the risk and potential performance
of your portfolio.

Keep in mind that asset allocation and diversification
are methods used to help manage investment risk;
they do not guarantee a profit or protect against
investment loss.

Establishing balance

Asset allocation refers to the mix of asset types in a
portfolio — generally stocks, bonds, and cash
alternatives. These asset classes have different
growth and risk profiles and tend to perform differently
under various market conditions. Stocks typically have
higher long-term growth potential but are associated
with greater volatility, while bonds tend to have
moderate growth potential with less volatility. Cash
alternatives usually have low growth potential but are
the most stable of the three asset classes; however, if
cash investments do not keep pace with inflation, they
could lose purchasing power over time.

There is no right or wrong asset allocation. The
appropriate allocation for you depends on your age,
risk tolerance, time horizon, and specific goals.
Younger investors might be comfortable with a more
aggressive allocation heavily weighted toward stocks,
because they have a longer time to recover from
potential losses and may be willing to accept
significant short- to medium-term drops in portfolio
value in exchange for long-term growth potential.
Older investors who are more concerned with
preserving principal and those with near-term
investment objectives, such as college funding, might
prefer a more conservative allocation with greater
emphasis on bonds and cash alternatives.

Adding variety

Diversification refers to holding a wide variety of
securities within an asset class to help spread the risk
within that class. For example, the stock portion of a
portfolio could be diversified based on company size
or capitalization (large cap, mid cap, and small cap).
You could add international stocks, which tend to
perform differently than domestic stocks. A
well-diversified portfolio should include stocks across a
broad range of industries and market sectors.

A portfolio's bond allocation might be diversified with
bonds of different types and maturities. Corporate
bonds typically pay higher interest rates than
government bonds with similar maturities, but they are
associated with a higher degree of risk. U.S. Treasury
bonds are guaranteed by the federal government as to

the timely payment of principal and interest. Foreign
bonds could also increase diversification. Longer-term
bonds tend to be more sensitive to interest rates; they
typically offer higher yields than bonds with shorter
maturities, but this has not been true since the unusual
interest-rate increases that began in 2022.

Sample Portfolios

This chart shows how aggressive and conservative
portfolios could be diversified by dividing asset classes
among different types of securities. The percentage of each
type of security might vary widely depending on the
investor's situation and preferences, and many investors
may not hold all types of securities.

. Stocks O Bonds O Cash
Large caps Corporate
Mid caps Treasury
Small caps International

International

Conservative

Aggressive

These hypothetical portfolios are shown for illustrative purposes only. They
are examples, not recommendations.

Staying on target

Once you have established an appropriate asset
allocation and diversification strategy, it's important to
periodically examine your portfolio to see how it
compares to your targeted structure. Depending on the
level of change, you may want to rebalance the
portfolio to bring it back in line with your strategic
objectives. Rebalancing involves selling some
investments in order to buy others. Keep in mind that
selling investments in a taxable account could result in
a tax liability.

The principal value of stocks and bonds fluctuate with
changes in market conditions. Shares of stock, when
sold, and individual bonds redeemed prior to maturity
may be worth more or less than their original cost.
Concentrating in a particular industry or sector could
expose your portfolio to significant levels of volatility
and risk. Investing internationally involves additional
risks, such as differences in financial reporting,
currency exchange risk, and economic and political
risk unigue to the specific country or region. This may
result in greater share price volatility. The principal
value of cash alternatives may be subject to market
fluctuations, liquidity issues, and credit risk; it is
possible to lose money with this type of investment.
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Do You Need to Pay Estimated Tax?

Taxpayers are required to pay most of their tax
obligation during the year by having tax withheld from
their paychecks or pension payments, or by making
estimated tax payments. Estimated tax is the primary
method used to pay tax on income that isn't subject to
withholding. This typically includes income from
self-employment, interest, dividends, and gain from the
sale of assets. Estimated tax is used to pay both
income tax and self-employment tax, as well as other
taxes reported on your income tax return.

Generally, you must pay federal estimated tax for the
current year if: (1) you expect to owe at least $1,000 in
tax for the current year, and (2) you expect your tax
withholding and refundable tax credits to be less than
the smaller of (a) 90% of the tax on your tax return for
the current year, or (b) 100% of the tax on your tax
return for the previous year (your tax return for the
previous year must cover 12 months).

There are special rules for farmers, fishermen, and
certain high-income taxpayers. If at least two-thirds of
your gross income is from farming or fishing, you can
substitute 66.67% for 90% in general rule (2)(a) above.
If your adjusted gross income for the previous year
was more than $150,000 ($75,000 if you were married
and filed a separate return for that year), you must
substitute 110% for 100% in general rule (2)(b) above.

[': ol ~ Withholding and estimated tax
— | payments may also be required
 p—
-~ =t for state and local taxes.

If all of your income is subject to withholding, you
probably don't need to pay estimated tax. If you have
taxes withheld by an employer, you may be able to
avoid having to make estimated tax payments, even
on your nonwage income, by increasing the amount
withheld from your paycheck.

You can use Form 1040-ES and its worksheets to
figure your estimated tax. They can help you
determine the amount you should pay for the year
through withholding and estimated tax payments to
avoid paying a penalty. The year is divided into four
payment periods. After you have determined your total
estimated tax for the year, you then determine how
much you should pay by the due date of each payment
period to avoid a penalty for that period. If you don't
pay enough during any payment period, you may owe
a penalty even if you are due a refund when you file
your tax return.

The accompanying pages have been developed by an independent third party. Commonwealth Financial Network is not responsible for
their content and does not guarantee their accuracy or completeness, and they should not be relied upon as such. These materials are
general in nature and do not address your specific situation. For your specific investment needs, please discuss your individual
circumstances with your representative. Commonwealth does not provide tax or legal advice, and nothing in the accompanying pages
should be construed as specific tax or legal advice. Securities and advisory services offered through Commonwealth Financial Network,

Member FINRA/SIPC, a Registered Investment Advisor.
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