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Second homes, key
considerations and risks

Many retirees are drawn to the idea of a second home, a
concept that extends beyond providing a vacation spot
for loved ones to gather. Before such a purchase, there’s
much to contemplate.

Factors to consider serene beaches to the invigorating
Location matters embrace of crisp mountain air or
the dynamic energy of vibrant city
life. 1t’s not merely a geographical
decision but a lifestyle choice that
influences the day-to-day rhythm of
your retirement.

Selecting the optimal location for a
second home is a decision that can
mold the entirety of the retirement
experience. The choices may seem
endless—from the tranquility of

Continued on page 2
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Second homes and key considerations, continued from page 1

Beyond aesthetic, practical
considerations will add another layer
of significance. As you research, keep
in mind the travel logistics to and
from the chosen location, especially
if you have family members
dispersed across different regions.
Remembering this ensures that

your retreat remains an accessible
haven for familial connections and
shared moments.

Moreover, the proximity to health
care facilities takes on heightened
importance during retirement.
Securing a seamless connection
to medical services provides both
peace of mind and the assurance
of prompt assistance when needed.
In essence, the right location
transcends being a point on the
map—it becomes an integral

part of crafting a retirement that
harmonizes personal preferences,
practical considerations and the
essential element of well-being.

Calculating costs

It is important to determine a
realistic budget for the acquisition
of a second home. This step

is not merely a formality but

a vital cornerstone, requiring
thoughtful consideration of various
ongoing expenses.

Beyond the initial purchase, the
financial blueprint must factor

in recurring obligations, such as
property taxes that contribute

to the local infrastructure and
homeowners’ association fees.
Additionally, the impact of

local taxes on your financial
portfolio should be assessed with
due diligence.

Insurance coverage

The significance of comprehensive
property and casualty insurance
coverage cannot be overstated,
especially when contemplating

the acquisition of a second

home for retirement. This robust
insurance shield acts as a bulwark
against a spectrum of potential
risks, extending far beyond mere
structural damage. It encompasses
the safeguarding of personal
belongings and protection against
liability issues, fortifying the overall
resilience of your investment.

The dynamic nature of life
necessitates a proactive approach
to insurance. Regularly reviewing
coverage is a strategic measure,
so it not only remains sufficient

for current circumstances but

also stays abreast of any property
upgrades or shifts in personal
situations. This foresight is
invaluable, providing adaptability
to changes in the insurance market
and fostering a continuous state of
comprehensive protection.

Continued on page 3
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Second homes and key considerations, continued from page 2

Before purchasing your
second home

Second homes in retirement offer
a unique blend of adventure and
stability. Careful consideration

of location, wealth planning and
understanding the importance of
property insurance helps align
your investment and lifestyle goals.
When redefining notions of leisure
and exploring new possibilities, the
second home option emerges as

a compelling avenue for creating
lasting memories and securing a
comfortable and fulfilling retirement.
By navigating the allure and
considerations of second homes,
retirees can embark on a journey
that blends the excitement of
adventure with the tranquility of a
well-planned retirement.

As with any major financial
investment or wealth
planning decision, contact
your financial professional
for guidance and support.

Navigating climate and natural

disaster risks

With more climate-driven disasters, location and planning are more
important than ever when considering a second home purchase. In
states that are at the frontlines of climate-driven change, insurance is
becoming harder to come by and the expense of coverage is becoming

more difficult to bear.

Climate preferences

Understanding average
temperatures, evaluating personal
tolerance for extremes and
researching climate resilience

are key factors to consider. When
choosing a location for retirement,
it’s imperative to recognize that
climate-related risks can have
financial implications, influencing
property maintenance costs and
shaping the trajectory of long-term
insurance needs. The assessment
of climate preferences becomes an
integral part of the decision-making
process. But delve into more than
just average temperatures, consider
your tolerance for extremes and
research the climate resilience

in the areas of top consideration.
Details matter in your second home
decision to achieve your wealth
planning and legacy goals.

Natural disaster risks

Natural disasters are not
something you can plan for but
taking a proactive approach to
natural disaster risks is essential
when it comes to preserving

your second home space. Go
beyond just acknowledging the
possibility of natural disasters;
take a meticulous exploration of
historical disaster data, a detailed
assessment of property-specific
risks, and a strategic consideration
of measures to fortify the long-term
investment against those risks.

By navigating these intricacies
with foresight and diligence,
homeowners can not only protect
their property from unforeseen
events but also lay the groundwork
for a resilient and secure
investment in the face of evolving
environmental challenges.
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Tax considerate planning may pay off during

volatile markets

Market swings are not new, but what are investors to do differently during volatile
markets? Several options may be considered with your financial professional, including
Roth IRA conversions, tax loss harvesting, charitable giving, as well as other gifting.

Consider a Roth IRA conversion

With a Roth IRA conversion, you
convert some or all of your money
in a traditional IRA into a Roth

IRA and owe income taxes on any
funds you convert. A down market
could be a good time to consider

a Roth IRA conversion or partial
conversion, because when your IRA's
value is lower, the tax liability of a
Roth conversion would be reduced.
Once converted, your assets grow
tax free and your withdrawals in
retirement are also tax free as long
as you have had the Roth for five
years and you are older than 59%.
Your financial professional can
help you assess if this strategy is
right for you and your situation.

Look into tax loss harvesting

Tax loss harvesting is a strategy where
you can sell investments like stocks,
bonds, mutual funds and exchange-
traded funds at a loss during market

downturns to offset having to pay
taxes on capital gains realized from
profits from other assets. Be sure to
work with your financial professional
in strategizing this opportunity, as
you'll probably want to replace any
assets you sell with similar assets to
maintain a balanced portfolio. You
will need to be careful not to buy
the same asset to help you avoid
violation of the IRS wash-sale rule.

Charitable giving to the rescue

If you’re over the age of 707,
charitable giving through your IRA
is an option. And if you're over the
age of 73 where required minimum
distributions (RMD) are required,
a Qualified Charitable Donation
(QCD) to a qualified charity may
provide you with a triple win.

1. You fulfill your RMD requirements
(up to $100,000) for the year.

2. You reduce your taxable income
by the amount of your QCD.

3. You support the causes that
you hold close to your heart.

Note, you are not allowed to take the
charitable deduction for the donation
on your taxes. Consult with your tax
advisor to determine if this strategy
would benefit your tax situation.

Estate planning and gifting

Be aware of the upcoming expiration
for many of the favorable estate
tax provisions enacted by the 2017
Tax Cuts and Jobs Act. The estate
and gift tax exemption this year
for an individual is $13.61 million
for lifetime gifts made, or bequests
made by someone passing

away, but is scheduled to revert

to an expected $6.8 million for
individuals in 2026. Planning for
the sunset of those provisions may
significantly help your family.

Giving assets to friends and family
can help reduce your estate taxes
but requires strategy to determine
the best approach. For example, this
year you can give any number of
people up to $18,000 each (or $36,000
for a married couple combining
gifts). Assuming you do not need the
assets for your life expenses, this is
an option for reducing your estate
value prior to the 2026 sunset.

Work with your financial
professional to create a
strategy that reflects your
risk tolerance, time horizon
and financial goals, allowing
you to make relevant
adjustments over time as
the markets fluctuate.
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Studying college tuition costs

Even with college tuition inflation slowing in recent years, college education costs
continue to be a big-ticket item.

The average costs for one academic
year for college tuition and fees, room
and board, plus some other expenses
such as books, was $60,420 at a four-
year private institution and $28,840 at
a four-year public, in-state school in
2023-2024.* That’s $241,680 to attend
private college full-time for four years
or $115,360 at a state-subsidized
college or university, based on the
College Board’s most recent Trends in
College Pricing and Student Aid 2023.

Of course, the overall cost for college
depends on many variables, ranging
from school type and location to

full- or part-time study, program of
study and any degree changes, if a
study-abroad or domestic study-away
program is part of the plan, as well as
whether it takes four years or more to
attain the desired degree or degrees.

Like with any financial investment,
planning ahead is critically important.
Advance planning is especially key

to help avoid joining the ranks of
student debt holders. The outstanding
U.S. federal loan balance was $1.62
trillion—24% of which was held by
borrowers age 50+, according to the
College Board’s 2022 report.

So, whether you are looking to earn a
degree in the near future or you are
planning far ahead for the educational
pursuits of children or grandchildren—
born already or not—your financial
professional is a good place to start.

They can help you wade through the
many options available to meet your
funding needs. Some of the tools

to help with educational expense
planning, include:

+ The development of an
integrated plan

+ Savings accounts like the
RBC Cash Management Account

+ Custodial accounts like the
commonly known 529 savings plan

Utilizing a 529 plan for education is
an option that’s not subject to U.S.
federal tax when used for qualified
expenses. Also, under the SECURE 2.0
Act Roth rollover provision, 529 plan
owners may roll over funds not used
for college tuition into IRA accounts
for retirement.

Scholarships, grants and financial aid
programs are funding options worthy
of exploration as well, but they are
not guaranteed and they are based
on various criteria and have separate
application processes.

So regardless of whether the dream is
to study Al, obtain an MBA or become
a doctor, your financial professional is
prepared to help you and your loved

ones achieve goals and fulfill dreams.

*Costs shown are average estimated (enrollment-weighted) for full-time undergraduate. Source: Trends in College Pricing and Student Aid 2023, New York: College Board.
© 2023 College Board.
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How to take politics out of integrating ESG

in your portfolio

Imagine you’re buying a home. You research mortgage interest rates, comparable
prices in the area and your realtor walks you through a home you’re interested in.
But only half the doors are open.

Are you willing to buy it? For most,
the answer is no. You want to see
the rest of the rooms, check out the
décor, lighting and layout. Make sure
there isn’t mold, leaky pipes or other
skeletons hiding behind those doors.
All of these factors are essential to
assessing the value of that house for
you and your family.

Investors should do the same thing—
consider as much information as
possible—when they buy and sell
other assets. If you are looking at
buying stock in a soda company, for
example, it’s financial performance
can be impacted by how much water
that company uses and if it comes
from water-stressed areas. Similarly,
fines may hurt the bottom line of an
internet stock company found guilty
of misusing personal information.

These examples use environmental,
social or governance (ESG)

data points that are material to

a company’s overall financial
performance to make investment

decisions. Unfortunately,
misinformation around what ESG is
has sparked increased politicization
that could ultimately limit investors’
choices on how they construct

their portfolio.

ESG doesn’t have to be a
polarizing investment strategy

So, why is there so much uncertainty
around ESG? Investors, journalists
and politicians use that one broad
term—ESG—to mean different ways
to apply environmental, social or
governance data in investing. That
confusion has sparked legislation in
several states and even Congress to
ban ESG use in investments, making
the investment strategy even more
polarizing in the public’s eye.

To help clarify, the umbrella term
“responsible investing,” can be

used to define use of ESG data in
investment choices with four distinct
applications of this information:

ESG integration

Systematically incorporating material
ESG factors into investment decision
making to help identify potential risks
and opportunities and help improve
long-term, risk-adjusted returns.

ESG screening and exclusion

Applying positive or negative screens
to include or exclude assets from the
investment universe.

Thematic ESG investing

Investing in assets involved in a
particular ESG-related theme or
seeking to address a specific social or
environmental issue.

Impact investing

Investing in assets that intend to
generate a measurable positive social
or environmental impact.

Continued on page 7
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Integrating ESG article, continued from page 6

ESG integration—
taking the politics out

collect and how they use it. Just like
finding black mold in the basement
could affect a home’s value, those

Integration is an apolitical, agnostic
approach to help clients achieve
their desired financial outcomes.

When applying the ESG integration
approach, as outlined above,

it’s not about a company’s end
product. It’s not about the can of
soda. What is considered is how
that can of soda is made, how

it’s marketed and if the company
invests in wastewater recycling.

Investors should be allowed to
consider this information. Banning
ESG applications could pose a
material risk and hurt financial
performance for investors by limiting
the information they can use to make
their own choices.

extra factors might be overlooked
even though they may impact the
company’s bottom line and a client’s
potential investments.

Integration of ESG data into an
investment process makes sense as
you build portfolios. And a well-trained
investment analyst will know what
data to look for and how to use it.

This article was originally

1t’s not only about ad revenue for _ :
published in MarketWatch.

the internet company, but also your
personal information that they

Due diligence processes do not assure a profit or protect against loss. Like any type of investing, ESG and responsible investing involves risks, including possible loss of principal.
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