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Unexpected Surge in Renovation Projects

Home-improvement spending normally lags during recessions, but COVID-19
sparked an unexpected surge in do-it-yourself renovation and maintenance
projects. Many households whose finances held up during the pandemic
devoted time and money to making their indoor and outdoor living spaces
more functional and comfortable for working, learning, and recreation.

Project costs and percentages recouped
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International Investing: Opportunity Overseas?

For the past decade, U.S. stocks have outperformed
foreign stocks by a wide margin, due in large part to
the stronger U.S. recovery after the Great Recession.
In general, U.S. companies have been more nimble
and innovative in response to changing business
dynamics, while aging populations in Japan and many
European countries have slowed economic growth.1

Despite these challenges, some analysts believe that
foreign stocks may be poised for a comeback as other
countries recover more quickly from the effects of
COVID-19 than the United States. On a more
fundamental level, the lower valuations of foreign
stocks could make them a potential bargain compared
with the extremely high valuations of U.S. stocks.2-3

Global Growth and Diversification

Investing globally provides access to growth
opportunities outside the United States, while also
helping to diversify your portfolio. Domestic stocks and
foreign stocks tend to perform differently from year to
year as well as over longer periods of time (see chart).
Although some active investors may shift assets
between domestic and foreign stocks based on near-
or mid-term strategies, the wisest approach for most
investors is to determine an appropriate international
stock allocation for a long-term strategy.

A World of Choices

The most convenient way to participate in global
markets is by investing in mutual funds or
exchange-traded funds (ETFs) — and there are plenty
of choices available. In Q1 2021, there were more than
1,400 mutual funds and 600 ETFs focused on global
equities.4

International funds range from broad, global funds that
attempt to capture worldwide economic activity to
regional funds and those that focus on a single
country. Some funds are limited to developed nations,
whereas others may focus on nations with emerging
economies.

The term "ex U.S." or "ex US" typically means that the
fund does not include domestic stocks. On the other
hand, "global" or "world" funds may include a mix of
U.S. and international stocks, with some offering a
fairly equal balance between the two. These funds
offer built-in diversification and may be appropriate for
investors who want some exposure to foreign markets
balanced by U.S. stocks. For any international stock
fund, it's important to understand the mix of countries
represented by the securities in the fund.

Additional Risks and Volatility

All investments are subject to market volatility, risk,
and loss of principal. However, investing internationally
carries additional risks such as differences in financial
reporting, currency exchange risk, and economic and
political risk unique to a specific country. Emerging

economies might offer greater growth potential than
advanced economies, but the stocks of companies
located in emerging markets could be substantially
more volatile, risky, and less liquid than the stocks of
companies located in more developed foreign markets.

Domestic vs. Foreign

Over the past 20 years, stocks in emerging markets have
outperformed U.S. stocks but have been much more
volatile. Stocks of developed economies outside the United
States have yielded less than domestic stocks over the
20-year period, but have outperformed in nine of those 20
years.

Stock performance, annual total returns
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Source: Refinitiv, 2021, for the period 12/31/2000 to 12/31/2020. U.S.
stocks are represented by the S&P 500 Composite Total Return Index,
developed ex US stocks are represented by the MSCI EAFE GTR Index,
and emerging market stocks are represented by the MSCI EM GTR Index;
all are considered representative of their asset classes. The performance of
an unmanaged index is not indicative of the performance of any specific
investment. Individuals cannot invest directly in an index. Rates of return
will vary over time, especially for long-term investments. Past performance
is not a guarantee of future results. Actual results will vary.

Diversification is a method to help manage risk; it does
not guarantee a profit or protect against loss. The
return and principal value of all stocks, mutual funds,
and ETFs fluctuate with changes in market conditions.
Shares, when sold, may be worth more or less than
their original cost. Supply and demand for ETF shares
may cause them to trade at a premium or a discount
relative to the value of the underlying shares.

Mutual funds and ETFs are sold by prospectus. Please
consider the investment objectives, risks, charges, and
expenses carefully before investing. The prospectus,
which contains this and other information about the
investment company, can be obtained from your
financial professional. Be sure to read the prospectus
carefully before deciding whether to invest.

1, 2) U.S. News & World Report, October 1, 2020
3) CNBC, January 23, 2021

4) Investment Company Institute, 2021
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Considerations When Making Gifts to Children

If you make significant gifts to your children or
someone else's children (perhaps a grandchild, a
nephew, or a niece), or if someone else makes gifts to
your children, there are a number of things to consider.

Nontaxable Gift Transfers

There are a variety of ways to make transfers to
children that are not treated as taxable gifts. Filing a
gift tax return is generally required only if you make
gifts (other than qualified transfers) totaling more than
$15,000 per individual during the year.

* Providing support. When you provide support to a
child, it should not be treated as a taxable gift if you
have an obligation to provide support under state
law. Parents of minor children, college-age children,
boomerang children, and special-needs children may
find this provision very useful.

* Annual exclusion gifts. You can generally make
tax-free gifts of up to $15,000 per child each year. If
you combine gifts with your spouse, the amount is
effectively increased to $30,000.

* Qualified transfers for medical expenses. You can
make unlimited tax-free gifts for medical care,
provided the gift is made directly to the medical care
provider.

» Qualified transfers for educational expenses. You
can make unlimited gifts for tuition free of gift tax,
provided the gift is made directly to the educational
provider.

For purposes of the generation-skipping transfer
(GST) tax, the same exceptions for nontaxable gift
transfers generally apply. The GST tax is a separate
tax that generally applies when you transfer property
to someone who is two or more generations younger
than you, such as a grandchild.

Income Tax Issues

A gift is not taxable income to the person receiving the
gift. However, when you make a gift to a child, there
may be several income tax issues regarding income
produced by the property or from sale of the property.

* Income for support. Income from property owned
by your children will be taxed to you if used to fulfill
your obligation to provide support.

 Kiddie tax. Children subject to the kiddie tax are
generally taxed at their parents' tax rates on any
unearned income over $2,200 (in 2021). The kiddie
tax rules apply to: (1) those under age 18, (2) those
age 18 whose earned income doesn't exceed
one-half of their support, and (3) those ages 19 to 23
who are full-time students and whose earned income
doesn't exceed one-half of their support.

Basis. When a donor makes a gift, the person
receiving the gift generally takes an income tax basis
equal to the donor's basis in the gift. The income tax
basis is generally used to determine the amount of
taxable gain if the child then sells the property. If
instead the property were transferred to the child at
your death, the child would receive a basis stepped
up (or down) to the fair market value of the property.

Gifts to Minors

Outright gifts should generally be avoided for any
significant gifts to minors. For this purpose, you might
consider a custodial gift or a trust for a minor.

» Custodial gifts. Gifts can be made to a custodial
account for the minor under your state's version of
the Uniform Gifts/Transfers to Minors Acts. The
custodian (an adult or a trust company) holds the
property for the benefit of the minor until an age
(often 21) specified by state statute.

e Trust for minor. A Section 2503(c) trust is
specifically designed to obtain the annual gift tax
exclusion for gifts to a minor. Principal and income
can (but need not) be distributed to the minor before
age 21. The minor does generally gain access to
undistributed income and principal at age 21. (The
use of trusts involves a complex web of tax rules and
regulations, and usually involves upfront costs and
ongoing administrative fees. You should consider the
counsel of an experienced estate professional before
implementing a trust strategy.)

Transfer by Gift Versus Transfer at Death

Difference in taxable gain when appreciated property is sold at fair market value (FMV) after the transfer.

Calculation Steps ‘ Transfer by Gift

Sales price (FMV) $100,000
- Income tax basis

Taxable gain = $80,000

~$20,000 (carryover of donor's basis)

Transfer at Death
$100,000
- $100,000 (stepped-up to FMV)

:so
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A Steady Strategy

One of the most fundamental truths of investing is that
you can't time the market. As legendary investor and
economist Bernard Baruch put it, "Don't try to buy at
the bottom and sell at the top. It can't be done except
by liars."1

Even so, it's natural to wince a little when you buy an
investment only to see the price drop, or sell only to
see the price rise. And no matter how much you try to
make objective decisions, you may be tempted to
guess at market movements. One approach that might
help alleviate some of your concerns is dollar-cost
averaging.

Regular Investments

Dollar-cost averaging involves investing a fixed
amount on a regular basis, regardless of share prices
and market conditions. Theoretically, when the share
price falls, you would purchase more shares for the
same fixed investment. This may provide a greater
opportunity to benefit when share prices rise and could
result in a lower average cost per share over time.

If you are investing in a workplace retirement plan
through regular payroll deductions, you are already
practicing dollar-cost averaging. If you want to follow
this strategy outside of the workplace, you may be
able to set up automatic contributions to an IRA or
another investment account. Or you could make
manual investments on a regular basis, perhaps
choosing a specific day of the month.

No matter how much you try to make
objective decisions, you may be tempted
to guess at market movements.

You might also use a similar approach when shifting
funds between investments. For example, let's say you
want to shift a certain percentage of your stock
investments to more conservative fixed-income
investments as you approach retirement. You could
execute this in a series of regular transactions over a
period of months or years, regardless of market
movements.

Dollar-cost averaging does not ensure a profit or
prevent a loss, and it involves continuous investments
in securities regardless of fluctuating prices. You
should consider your financial ability to continue
making purchases during periods of low and high price
levels. However, this can be an effective way to
accumulate shares to help meet long-term goals.

Asset allocation is a method used to help manage
investment risk; it does not guarantee a profit or
protect against investment loss. All investments are
subject to market fluctuation, risk, and loss of principal.
When sold, they may be worth more or less than their
original cost.

1) BrainyQuote, 2021
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executed. Oppenheimer & Co. Inc. transacts business on all principal exchanges and SIPC.

Page 4 of 4

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021





