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Yes, the markets are down. What do you do when life gives you lemons? Convert them to 

lemonade! 

Converting to a Roth IRA while your assets are down can be a smart strategy because you'll pay 

less in taxes on the converted amount. The lower the value of your assets, the less you'll owe in 

taxes on the conversion.  

 

Here's why converting during a downturn can be beneficial: 

Lower Tax Bill: When assets are down, you'll be paying taxes on a smaller amount, potentially 

saving you money in the long run.  

Opportunity for Tax-Free Growth: Once converted, the Roth IRA can participate in market 

recoveries, with any growth being tax-free.  

Tax-Free Withdrawals: In retirement, you can withdraw funds from your Roth IRA tax-free.  

Estate Planning: Roth IRAs can be passed down to heirs tax-free, which can be a significant 

benefit for estate planning.  

 

However, it's crucial to consider: 

Tax implications: You will still owe taxes on the converted amount, so make sure you can afford 

to pay for them.  

Market timing: While down markets can be good for conversions, they can also be unsettling for 

investors.  

Personal financial situation: Consider your current tax bracket, future income expectations, and 

investment goals before making a decision.  

In summary, while a Roth conversion during a downturn can be a smart strategy for tax 

optimization and future growth, it's essential to carefully assess your individual circumstances 

and seek professional financial advice before proceeding. 

  



 

TAX FREE CONVERSION EXAMPLE: how YOU CAN eliminate taxes on Roth 

Conversions 

1. Converting $100,000 from Traditional IRA to Roth IRA creates $100,000 ordinary 

taxable income. 

2. Buying $100,000 of direct investment in domestic oil drilling which is 90% tax 

deductible creates a $90,000 tax deduction against ordinary income. 

3. Donate $10,000 of appreciated securities to a charity you love, or your own Donor 

Advised Fund (DAF) creates a $10,000 tax deduction against ordinary income. 

 

This gives you some amazing results: 

1. You have $100,000 in a tax-free Roth IRA for your use or generational wealth transfer 

2. You have an investment in domestic energy production that generates income for the next 

10-15 years. 

3. You gave $10,000 to a good cause: a charity(s) or your own personal family DAF 

 

Turn a market downturn into WIN, WIN, WIN! 

 
 

  



 

      

If you have any questions about this article or want to discuss your family finances, investment 

portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595 

or you can click here to schedule a meeting. 

Please feel free to forward this article and offer to anyone you know who might have financial 

questions or need some unbiased advice.  Most financial advice is sales advice.  In stark contrast, 

we are fee-only (non-commissioned) fiduciary advisors.  We just provide truthful, unbiased 

advice to our clients. 
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