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A primary objective of the Focused series is to minimize taxes 

There are four tried and true methods for reducing taxes. These techniques are written explicitly into the 

federal tax code. For this reason, their success does not depend on forecasting, prediction, or looking into 

the future. 

Delay realization  -  Delay the realization of capital gains - this allows the investor to earn a profit on their 

monies over a longer period of time. 

Seek the lower long-term capital gains tax rate  -  Hold assets for more than a year - thereby allowing 

them to be taxed at the lower long-term capital gains rate, as opposed to the higher short-term capital 

gains rate. 

Engage in proactive tax loss harvesting  -  Engage in active tax loss harvesting - this allows the investor to 

realize tax losses that can be used to offset gains experienced elsewhere in the portfolio or across the 

investor’s total asset pool. 

Avoid high current yield stocks  -  Give preference to securities more likely to deliver their returns as 

capital appreciation instead of dividend income - thereby paying the lower capital gains tax rate as 

opposed to the higher current income tax rate. 
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A simple example - Demonstrating the power of tax minimization 

The following graph1 compares the after-tax path taken by two identical investment portfolios. This 

statement begs the question “If they are identical portfolios, then how can they follow different paths?” 

The answer has to do with the application of effective tax management. The portfolio colored BLACK, is 

structured as a mutual fund and due to the continuous inflows and outflows of investment dollars by 

retail investors, suffers from high portfolio turnover. This high turnover, causes the portfolio to be highly 

tax inefficient. 

In contrast, the portfolio colored BLUE, is structured as a separate account, whereby each of the 

individual stocks that comprise the portfolio, are held directly by the investor. This results in a more tax 

efficient portfolio structure. As a result, in this hypothetical example, the Focused portfolio grew the 

investor’s account an additional 27% due solely to more efficient tax management. 
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Tax comparison

Common assumptions applying to both of the portfolios

10.00% Total return earned each year

1.70% Dividend income each year

36.54% Tax rate on dividend income and short-term capital gains

19.54% Tax rate on long-term capital gains

Individual, portfolio specific assumptions

Portion of capital gains 
realized each year

Portion of realized capital gains 
classified as short-term

BLUE portfolio (Focused) 10% 0%

BLACK portfolio (mutual fund) 50% 53%
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Important disclosures 

1. In the purely hypothetical example described in this graphic and pair of tables, the hypothetical Focused 
portfolio grew from $100 to $906 over 25 years (after-tax).  This is compared against a hypothetical mutual fund 
portfolio that hypothetically earns the exact same 10.0% per annum as the hypothetical Focused portfolio, but 
the mutual fund suffers from less advantages tax rules and therefore after-tax an initial $100 invested in the 
mutual fund grows to a lesser $716.  The difference between these two alternate hypothetical 25-year journeys 
is a 27% improvement favoring the hypothetical Focused portfolio. 

It is not possible to invest in an index or a package or portfolio of indices directly. 

This information in this presentation is for the purpose of information exchange. This is not a solicitation or offer to 
buy or sell any security. You must do your own due diligence and consult a professional investment advisor before 
making any investment decisions. The use of a proprietary technique, model or algorithm does not guarantee any 
specific or profitable results. Past performance is not indicative of future returns. The performance data presented 
are gross returns, unless otherwise noted.  

The risk of loss in trading securities can be substantial. You should therefore carefully consider whether such trading 
is suitable for you in light of your financial condition. All information posted is believed to come from reliable 
sources. We do not warrant the accuracy or completeness of information made available and therefore will not be 
liable for any losses incurred.  

The composition of a benchmark index may not reflect the manner in which an Integrated Financial Partners 
portfolio is constructed in relation to expected or achieved returns, investment holdings, portfolio guidelines, 
restrictions, sectors, correlations, concentrations, volatility, or tracking error targets, all of which are subject to 
change over time. 

No representation or warranty is made to the reasonableness of the assumptions made or that all assumptions used 
to construct the performance provided have been stated or fully considered. 

Investment advice offered through Integrated Wealth Concepts LLC (a Registered Investment Adviser), d/b/a 
Integrated Financial Partners, Inc. 

 


