
Check out the tips below that can help you more effectively manage your clients’ taxes.

Taxes can often be a client’s biggest expense, creating an opportunity 
for you to provide value and deepen your relationship by proactively 
identifying ways to help them save.

4 Tips For Managing 
Capital Gains Taxes
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Tax Overlay Services 
Tax overlay services continuously address holistic needs around tax management, 
while maintaining the strategy of the client’s portfolio

This process models the tax impacts of all trades specific to the client’s situation 
to optimize after-tax returns. 
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Investment Vehicles
Similar investment vehicles can have different tax impacts. It’s important to know 
the potential benefits and drawbacks. The chart below shows some examples: 
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Benefits Drawbacks

Mutual 
Funds

• Diversification at a low minimum

• Can lead to significant and 
potentially unexpected capital 
gains distributions at year-end

• The investor doesn’t own the 
underlying holdings, which means 
they are unable to take advantage 
of loss harvesting opportunities

ETFs

• Year-end capital gains are less 
likely and tend to be smaller 

• Diversification at a low minimum 
investment 

• Ability to trade intraday

• The investor doesn’t own the 
underlying holdings, which means 
they are unable to take advantage 
of loss harvesting opportunities

Individual 
Securities

• Greatest flexibility to manage taxes 
due to ownership of underlying 
holdings

• Portfolio can be customized for 
client’s preferences

• Ability to trade intraday

• Larger minimum investment 
required to achieve diversification

Asset Location 
Understanding where to place your investments starts with understanding their 
tax efficiency. 

Tax-inefficient investments can be placed into qualified accounts to minimize 
their taxes, while more tax-efficient investments can be placed into non- 
qualified accounts.
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Tax Loss Harvesting
Harvesting losses means selling investments at a loss to offset any capital gains 
that have been realized throughout the year. It’s critical to understand this 
process to avoid unnecessary losses and maximize opportunities to save.
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Don’t miss the latest insights 
from the Envestnet team.
Visit our blog for our perspective on the financial services 
industry and information about our platform and solutions. 
Visit Envestnet Institute to access on-demand resources 
from a variety of asset managers in one consolidated 
location, including webinars, articles, podcasts, and more. 
Follow us on social media for news and other updates.

envestnetinstitute.comenvestnet.blog

https://www.linkedin.com/company/envestnet
https://twitter.com/ENVintel
https://www.facebook.com/Envestnet/
https://www.instagram.com/envestnet/?hl=en
https://vimeo.com/envestnet
https://www.envestnetinstitute.com/
https://www.envestnetinstitute.com/
https://envestnet.blog/
https://envestnet.blog/

