
Tax-Smart  
Investing:
Could Ben Franklin 
Have Been Wrong?

Key takeaways:
•  Careful planning offers the potential 

to reduce taxes, effectively increasing 
after-tax returns.

•  When it comes to progress toward a 
goal, after-tax returns can provide a 
more reliable measurement. 

•  Managing for after-tax returns can  
require sophisticated modeling tools,  
detailed tax-lot accounting, and year- 
round attention.

MARK HALFHILL, CFA®,* CPA
STRATEGIC ADVISERS LLC



Taxes may be a certainty, but investors today can  
use a variety of tools to potentially reduce their impact. In 
particular, investors may be able to reduce or defer taxes 
through the use of specific tax-smart investing techniques1, 2 
(see page 4). 

The goal: Keep more of what you earn. A first step in doing 
this is to focus on after-tax returns, which measure the amount 
of money your investments ultimately generate. We believe 
after-tax returns are a much better way to measure your 
progress toward your goals than pre-tax returns, which only 
tell you what you would have earned in a theoretical world 
with no taxes—which we all know doesn’t exist. Surprisingly, 
most investors focus on pre-tax returns, likely to their own  
detriment. A study by Morningstar found that investors  
who didn’t account for taxes when making investment 
decisions saw their annual returns lag by about 2%, on 
average, sometimes referred to as tax drag.3 As illustrated in 
Exhibit 1, taxes can have a large impact on returns over time, 
so they shouldn’t be ignored.

“ In this world, nothing  
can be said to be certain  
except death and taxes.”
Benjamin Franklin, 1789.

Ben Franklin wrote his famous comment  
on the inevitability of taxes more than  
230 years ago. 
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Exhibit 1 
Taxes significantly reduce returns, 1926–2021

Taxes Can Significantly Reduce Returns data, © 2022 Morningstar, Inc. All rights reserved. Past performance is no guarantee of future results. This chart is 
for illustrative purposes only and does not represent actual or future performance of any investment option. 
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At Strategic Advisers LLC, we build portfolios that seek 
to enhance returns for the amount of risk clients are 
comfortable taking on. Our primary tool in this effort is asset 
allocation—the percentage of a portfolio invested in stocks, 
bonds, short-term investments, and other asset classes. We 
also seek to enhance after-tax returns through the use of a 
variety of tax-smart investing techniques. 

We’re able to measure the value of these techniques by 
looking at cumulative returns over the years for which Fidelity 
has tax data, dating back to 2002. Based on our calculations 
and assumptions, we estimate that our tax-smart techniques 
have added up to 128% in cumulative returns over that time. 
(See Appendix A and the accompanying disclosures for 
important information about our methodology.)

These additional returns can have a significant impact over 
time (see Exhibit 2). When you avoid or defer taxes by 
applying tax-smart investing techniques, that money can stay 
invested and working for you. And when those tax savings 
are compounded year after year, they can have a significant 
impact on the total value of your portfolio. 

We created an illustrative example that assumed a 
$1 million initial investment with returns based on a 
comparison of pre- and after-tax return information as 
well as an account’s after-tax benchmark for a composite 
of accounts managed using our Growth with Income 
asset allocation (60% stocks/40% bonds and short-term 
investments) and the strategy characteristics listed below the 
chart between January 1, 2002, and December 31, 2021, with 
no contributions or withdrawals. In this illustrative example, 
tax-smart investing techniques added $545,133 to the 
final balance.

For illustrative purposes only. Returns for individual clients will vary. Each line represents the value from tax-smart investing techniques at various 
starting dates, assuming an initial account value of $1 million. Based on the performance of a composite of accounts managed using the following 
strategy characteristics: Growth with Income asset allocation using tax-smart investing techniques (but not household tax-smart strategies), the 
total return investment approach and blended investment universe, investing in municipal securities, and includes accounts that do and do not 
use separately managed account (“SMA”) sleeves. Please be aware that the value of tax-smart investing techniques would be different, 
perhaps significantly, for an account that is not managed using the same configuration of strategy characteristics as the composites shown 
above. The Growth with Income asset allocation, total return investment approach, and blended investment universe were chosen because they 
are the most commonly used asset allocation, investment approach, and universe in the program. Please speak to your Fidelity representative for 
information about the performance of other strategy characteristics available through the program.

Exhibit 2
Value added from tax-smart investing techniques4

The chart below is designed to help demonstrate how tax-smart techniques can help add value, which can compound over time.

1

Improving after-tax returns may have a significant long-term impact
The chart below is designed to help demonstrate how tax-smart techniques can help add 
value, which can compound over time.

$545,133

$308,892

$59,583
$56,836
$4,019

-$100

$0

$100

$200

$300

$400

$500

$600

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Va
lu

e 
fr

om
 T

ax
-S

m
ar

t I
nv

es
tin

g 
Te

ch
ni

qu
es

 
(d

ol
la

rs
 in

 th
ou

sa
nd

s)
 

Value added from tax-smart investing techniques*

Portfolio starting in 2002 Portfolio starting in 2007 Portfolio starting in 2012 Portfolio starting in 2017 Portfolio starting in 2021

For informational purposes only. Returns for individual clients will vary. Each line represents the value from tax-smart investing techniques at various starting dates, assuming an 
initial account value of $1 million. Based on the performance of a composite of accounts managed using the following strategy characteristics: Growth with Income asset allocation 
using tax-smart investing techniques (but not household tax-smart strategies), the total return investment approach and blended investment universe, investing in municipal 
securities, and includes accounts that do and do not use separately managed account sleeves (“SMAs”). Please be aware that the value of tax-smart investing techniques 
would be different, perhaps significantly, for an account that is not managed using the same configuration of strategy characteristics as the composites shown 
above. The Growth with Income asset allocation, total return investment approach, and blended investment universe were chosen because they are the 
most commonly used asset allocation, investment approach and universe in the program. Please speak to your Fidelity representative for information
about the performance of other strategy characteristics available through the program.
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Tax-smart investment management is not easy. It is an intensely time-consuming process that demands  
research, analysis, and attention to detail throughout the life of your portfolio—from transitioning into a  
strategy to managing it on a daily basis.

Tax-smart  
investing techniques

* Portfolio Advisory Services accounts are discretionary investment management accounts offered through Fidelity® Wealth Services for a fee. Note that not 
every taxable account assigned to a goal will qualify for all the tax-smart investing techniques shown here. Please see the Fidelity Wealth Services Program 
Fundamentals for additional information about the service levels offered and the tax-smart investing techniques available to be used.

At different times throughout the life of an account, there may be 
opportunities to apply techniques designed to help reduce the  
impact of taxes on Portfolio Advisory Services tax-smart accounts:*

Your
portfolio

HARVEST
TAX LOSSES

TRANSITION
MANAGEMENT

ASSET
LOCATION

MANAGE 
EXPOSURE TO

DISTRIBUTIONS

INVEST IN
MUNICIPAL

BOND FUNDS
OR ETFs

MANAGE 
CAPITAL 
GAINS

TAX-SMART
WITHDRAWALS

TAX-SMART 
REBALANCING
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Tax-smart transition management5 
Tax-smart investment management  
often begins when we build your portfolio.  

Investors rarely come to us with an existing portfolio that 
is aligned with their needs and goals. Simply selling every 
existing security and investing the proceeds in a client’s 
selected strategy may trigger a large tax bill. While we’ll 
always prioritize risk management and diversification 
when investing a client’s account, where possible we’ll use 
existing assets as building blocks for a strategy in order to 
help us invest more tax efficiently. 

1.  First, we compare the client’s portfolio with Fidelity’s list 
of more than 20,000 investments eligible for inclusion in a 
portfolio, selling any ineligible securities without regard for 
tax consequences.

2.  Next, we review each remain ing security, considering the 
potential tax impact of selling it and judging how well it 
aligns with the client’s selected strategy. 

3.  When building a personalized portfolio, we may use some 
of a client’s existing securities as a starting point.

4.  Over time, we continually reevaluate portfolios for tax-smart 
opportunities designed to improve after-tax returns.

This process takes time, but it has the potential to reduce a 
client’s taxes considerably during the funding process and 
possibly in future years.

Some of the factors Strategic Advisers 
considers when deciding whether to sell 
securities during portfolio transition

•  The eligibility of each security to fund a managed account

•  The client’s tax rate

•  The original purchase price of a security

•  The asset mix of the funding portfolio relative to the 
 target allocation

•  The investment team’s assessment of securities  
currently held by the client

•  Whether the client holds concentrated securities

•  If the client can use outside losses to offset gains  
realized in asset sales



We’re mindful about when 
to realize losses as well 
as gains. 

When an investment  
is sold for less than its  
purchase price, an 
investor can use the loss 
to offset realized capital 
gains elsewhere in their 
portfolio and, potentially, 
a small portion of taxable 
income. This loss, which we 
sometimes refer to as a tax 
asset because of its ability to 
offset tax liabilities, is a way 
to defer the payment of taxes 
on some gains. The benefit 
of deferring taxes is that any 
money that’s saved can be 
reinvested, which gives it the 
potential to grow.

Nevertheless, many  
investors fail to capitalize  
on the tax benefits of a loss  
because, like most tax-smart 
techniques we apply, this 
is easier in theory than in 
practice. 

To harvest losses effectively 
on an ongoing basis, an 
investor must:

•  Continuously analyze all  
of a portfolio’s tax lots, 
ideally on a daily basis.

•  Decide when the 
benefit of harvesting a 
loss warrants selling the 
security, taking transaction 
costs into account. 

•  Sell the precise lots that 
maximize the benefit.

All while maintaining the 
portfolio’s target level of  
risk and diversification. 

Most investors’ portfolios 
hold dozens, or even 
hundreds, of positions, 
so this exercise requires 
detailed tax-lot accounting, 
as well as a substantial 
investment of time and 
computing power. Few 
individual investors have 
the time, desire, resources, 
or the expertise necessary 
to manage this process 
effectively.

We look for opportunities 
to harvest losses based 
on research and practical 
experience that suggests 
year-round loss harvesting 
is more effective than 
the common practice of 
harvesting losses only at 
year-end (see Exhibit 3).  
A 2001 study found 
that year-round tax-loss 
harvesting resulted in 
almost 14% in additional 
cumulative after-tax returns 
over a 25-year period, 
compared with harvesting 
losses just at year-end.6

Performing daily reviews  
also enables us to take 
advantage of market 
volatility. For example,  

we might identify a security 
that’s trading at a loss, 
line up another security 
we’re comfortable using 
as a substitute, then sell 
the former and purchase 
the latter. Increased 
market volatility in 2020 
created additional tax-loss 
harvesting opportunities.

When thinking about 
this concept, there are 
two important things to 
remember. The first is that 
if you’ve created more 
than $3,000 in tax assets 
in a given year, you may 
use those losses to offset 
up to $3,000 in gains that 
tax year ($1,500 if married 
filing separately). If there are 
harvested losses beyond that 
amount that are carried over 
into future years, these same 
limitations would apply. The 
second is that while tax-loss 
harvesting is designed to 
defer taxes, at some point 
in the future, depending 
on your tax situation and 
any withdrawals you take, 
you may owe taxes on 
those gains. To learn more 
about how this works, see 
Appendix D.

Harvesting tax losses
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Harvesting tax losses may seem 
straightforward, but the key is making sure 
that any sales don’t change the portfolio’s 
level of risk or diversification.
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Managing for taxes year-round may offer savings opportunities

Practicing tax-loss harvesting throughout the year, not just at year-end, may reduce 
an investor’s taxes even during years in which the stock market posts strong gains. 
Consider 2020, when the stock market experienced elevated volatility early in the 
year and then continued to experience periodic volatility as the year progressed. 
Strategic Advisers was able to harvest losses during these periods of volatility, 
increasing clients’ tax savings as the stock market posted positive returns for the year. 

Exhibit 3 highlights the potential tax savings accrued from harvesting losses for 
the year ending December 31, 2021, for clients in Portfolio Advisory Services 
tax-smart accounts.

Realized investment losses can be carried over to offset gains in future years (see 
Appendix D).8 Carrying over losses can be particularly effective during periods of 
extreme market volatility. Take the 2008 market crash, in which most asset classes 
experienced major declines. Our investment managers persistently looked for 
opportunities to harvest losses and, in many cases, were able to store up capital 
losses that could be used to offset gains following the 2009 market rebound and 
in some cases beyond. 

* Results will vary: 2020s are not typical. In our analysis over the past five years, cumulative tax savings from  
tax-loss harvesting differed from year to year and has ranged from as much as three times the amount reported 
for 2021 to as low as less than a tenth of the amount reported for 2020.

The right axis and blue line represent the movements of the U.S. stock market as measured by the Dow Jones 
U.S. Total Stock Market as of 12/31/2021. For methodology, please see endnote 7.

Exhibit 3 
Tax-loss harvesting may offer significant benefits during volatile markets*

Market volatility may provide opportunities for tax loss harvesting 
in client accounts*

*Results will vary: 2020's are not typical. In our analysis over the past five years, cumulative tax savings from tax-loss harvesting differed from year to year and has ranged from as much as 
three times the amount reported for 2021 to as low as less than a tenth of the amount reported for 2020.
The right axis and blue line represent the movements of the U.S. stock market as measured by the Dow Jones U.S. Total Stock Market as of 12/31/2021.
Methodology: The table and chart represents the cumulative total tax lot losses harvested, i.e., potential tax savings, in all accounts in good order in Fidelity Wealth Services accounts managed 
with tax-smart investing techniques. Each tax lot loss within the population of accounts was evaluated. The specific tax rate applicable to the respective client account was applied to calculate 
the dollar loss of each tax lot, applying the client’s ordinary income tax rate to short-term losses and applying the client’s capital gains tax rate to long-term losses. All capital losses harvested in 
a single tax year may not result in a tax benefit for that tax year. If you have more capital losses than gains, you may be able to use up to $3,000 a year to offset ordinary income on federal 
income taxes, and carry over the rest to future years. Results will vary. In our analysis over the past five years, cumulative tax savings from tax-loss harvesting differed from year to year and was 
as small as a tenth of the amount shown in the chart. Source: Fidelity Tax Account System as of 12/31/2021.
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The U.S. tax code effectively 
penalizes investors 
for taking short-term 
investment profits. 

People in the top federal 
tax bracket generally pay 
a 40.8% tax on realized 
capital gains when they sell 
investments that they’ve held 
in taxable accounts for one 
year or less. If they wait to 
sell until they’ve owned the 
investment for more than 
a year, the tax rate drops 
to 23.8%. Considering the 
differences between short- 
and long-term capital gains 
rates when making portfolio 
management decisions is a 
straightforward way to make 
investing more tax efficient 
(see Exhibit 4).9

Holding securities for at least 
a year and a day is simple in 
theory but can be complex 
in practice. Many investors’ 
portfolios hold hundreds of 
individual positions. Some of 
those investments may have 
been purchased at different 
times, often resulting in 
dozens of tax lots—groups 
of an individual security 
bought at the same time 
and purchase price—for 
each security. 

The result can be a mix 
of short- and long-term 
holdings with different 
degrees of embedded 
gains or losses. Even if the 
length of the holding period 
were the only consideration 
when selling an investment, 
deciding when to sell which 
specific securities would 
require a great deal of time 
and attention to detail.

Investors also must take 
risk into account. In some 
situations, it may be wise 
to sell an investment that 
represents a large risk, even 
if doing so would trigger a 
hefty tax bill. We monitor 
tax lots and look to defer 
capital gains, but also 
carefully consider the risk 
and return expectations 
for each security 
before trading.

The amount people in the 
top federal tax bracket gen-
erally pay on realized capital 
gains when they sell taxable 
investments held one year 
or less. 

40.8%

Managing capital gains

Tax lots:  
Groups of an individual  
security bought at the same  
time and purchase price
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$7,620
After-tax gain

$5,920
After-tax gain

Short-term Long-term

$4,080
Taxes $2,380

Taxes

40.8%
Taxes paid

23.8%
Taxes paid

You keepYou keep

$10,000 illustrative pre-tax gain
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Exhibit 4 
Long-term gains cost less in taxes

Reducing capital gains taxes

Take an illustrative investment with a pre-tax gain of $10,000. In this case, the  
potential tax savings* available as a result of waiting for a year is $1,700, assuming 
the investor is in the top marginal tax bracket.

$10,000 (40.8% – 23.8%) = $1,700

The amount of time until long-term status is reached is important. Consider a 
$100,000 investment made 300 days ago that is now worth $110,000 (a gain of 
10%). If the security were sold today, the tax bill would be $10,000 x 40.8% = 
$4,080 with an after-tax return of 5.92%.

However, assuming the value has held steady, by waiting an additional 66 days,  
the tax liability drops to $2,380 and the return increases to 7.62%.

* The taxes saved by waiting until short-term investment gain (less than 1 year) becomes a long-term 
gain (greater than 1 year) can be calculated as follows: (gain$) x (short-term rate – long-term rate). 

For this example, we assume the investor is subject to the top capital gains rate and is paying 40.8% on 
short-term gains and 23.8% on long-term gains. Tax savings will depend on an individual’s actual capital 
gains and tax rate and may be more or less than this example. This is an illustrative example for illustrative 
purposes only and is not intended to represent actual performance of any specific investment.



Investing in municipal bond  
funds or ETFs

Managing exposure to mutual  
fund distributions
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Mutual funds must  
distribute most of their  
net income to share- 
holders each year. 

While investors can sell a 
fund to avoid receiving the 
distribution and the tax 
liability that comes with it, 
this may not be the best 
course of action. It may be 
wiser to continue holding the 
fund, especially if selling it 
would trigger an even larger 
capital gain, if the outlook 
for the fund is especially 
positive, or if it would be 
replaced by another fund 
that would also pay a 
distribution.

It takes considerable 
research and analysis 
to determine whether 
to continue holding a 
fund. The potential tax 
consequences of selling or 

staying invested differ 
from investor to investor, 
depending on the 
individual’s tax rate and 
the cost basis of their 
fund shares. 

At Strategic Advisers, our 
research team monitors the 
funds we hold and catalogs 
upcoming distributions and 
their impact on client accounts. 
For example, in 2021, we were 
able to manage distributions 
from about 3,500 funds across 
roughly 39.5 million individual 
tax lots.* 

We also perform fund 
distribution management 
at the tax-lot level. This 
allows us to carefully choose 
which part of a position to 
sell, creating even more 
opportunities for us to 
customize decisions for  
each client and situation.

Making allocation decisions, 
even in tax-advantaged 
accounts, can be critical 
to long-term after-tax 
performance. 

Our managers consider 
how a client may benefit by 
holding a portion of their 
bond and/or short-term 
allocations in municipal 
bond securities.10 

Municipal bond securities 
typically generate income 
free from federal taxes and, 
in some cases, from state 
taxes as well, potentially 
making them beneficial for 
clients in high tax brackets. 
Where appropriate, our tax-
aware investment managers 
incorporate municipal bond 
mutual funds or exchange-
traded funds (ETFs) into 
client portfolios, drawing 
on extensive analysis 
provided by our in-house 
research team.

Other tax-saving strategies
Separately managed account sleeves11

We may recommend that certain eligible investors invest in 
individual securities through the use of separately managed 
account (SMA) sleeves in place of, or in addition to, mutual 
funds or ETFs. Owning individual securities through SMA 
sleeves offers greater flexibility, and also may give managers 
more latitude when employing tax-smart investing techniques.

Charitable contributions of securities
Donating appreciated securities to charitable organizations 
may also help lower taxes. Rather than selling the security and 
realizing a taxable gain, an investor can donate the security 
directly. The IRS currently allows securities donations to offset  
up to 30% of adjusted gross income for individuals.12

*This does not include any separately managed account sleeves that may be part of Portfolio Advisory Services accounts.
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Asset location*

When seeking to reduce tax liabilities, we’ve found that 
the tax treatment of an account is an important factor 
to consider.

While we don’t prioritize asset location or any of our other 
tax-smart investing techniques over our approach to asset 
allocation and risk management, we have found it to be an 
important tool in our effort to reduce clients’ tax liabilities.

TAXABLE ACCOUNT TAX-DEFERRED TAX-EXEMPT

Sample account type Individual brokerage account Rollover IRA Roth IRA

When earnings are taxed Annually Upon distribution N/A†

Investments we 
 may emphasize

Investments offering long-term 
growth potential that generally 

distribute income less frequently

Investments that offer total return 
potential that generally distribute 

income more frequently

Investments that offer high 
 growth potential

Why we may  
emphasize them

To help reduce capital gains or 
interest distributions in an effort to 

manage clients’ tax obligations

To reduce any immediate  
potential tax impacts

To provide tax-exempt, long-term 
growth opportunities

Examples
Index-focused mutual funds or ETFs, 

municipal bond funds, stocks in  
separately managed account sleeves

Investment-grade bond funds, 
developed market stock funds

Emerging market stock funds, 
high-yield bond funds

† Unless a non-qualified distribution takes place, where additional tax penalties may apply.

Tax-smart rebalancing*
How we rebalance accounts is almost as important  
as when. 

Now imagine that at some point in the future, stocks 
outperform other asset classes in a multi-account portfolio, 
which can increase risk. Rather than rebalancing all accounts 
equally, we may only look to reduce exposure to stocks in the 
tax-advantaged account. By doing this, we can defer taxes to a 
later date or, in the case of a tax-exempt account, avoid paying 
taxes altogether. We also avoid having to trade in the taxable 
account, which could create capital gains. This tax-smart 
rebalancing helps maintain the integrity of the portfolio’s  
asset allocation in a more tax-efficient manner. 

We can also apply this same technique in cases where we 
decide to adjust the asset allocation for a client’s goal, due  
to a change in a client’s risk tolerance, time horizon, or other 
factors. Again, it’s the coordination across taxable and  
tax-advantaged accounts that provides this flexibility.

*For certain qualifying clients, we’re able to apply additional tax-smart techniques that may further enhance after-tax returns, including asset location, 
enhanced tax-smart rebalancing, and enhanced tax-smart withdrawals (we sometimes refer to these additional techniques as “household tax-smart 
strategies”). Qualifying clients have multiple Portfolio Advisory Services accounts with different tax registrations assigned to a single goal. Please see the 
Fidelity Wealth Services Program Fundamentals for additional information about the service levels offered and the tax-smart investing techniques available  
to be used.



Our people  
and technology
Effectively practicing the techniques described  
requires a great deal of expertise and skill. 

It also takes technology. Fidelity’s platform has been 
developed over more than two decades. It gives us an edge 
in identifying when and how to apply specific tax-smart 
investing techniques and in coordinating them, as needed, 
in pursuit of increased tax efficiency.

Reviewing accounts daily for risk and harvestable losses 
would be impractical without a powerful technology 
platform. Our platform also allows us to track each and 
every tax lot, which helps determine which lots contain 
short- or long-term gains, and which short-term lots 
are close to graduating to long-term status. And our 
technology helps us make decisions about when to 
sidestep a mutual fund distribution, based on the fund, 
the portfolio, and the client’s individual situation.

Here are some other ways  
we use the platform to invest  
tax efficiently:
•  Personalizing each account, taking into  

consideration the client’s specific tax rates and 
gains or losses outside the account. Our technology 
also empowers us to build a portfolio with a full  
picture of a client’s assets.

•  Determining how quickly to sell a concentrated 
position (for qualifying accounts). Concentrated 
holdings magnify an investor’s risk. Yet liquidating a 
large position all at once can trigger a large tax bill. Our 
technology helps us gauge the tax and risk impacts of 
trimming, and eventually eliminating, a concentrated 
position at different speeds.

•  Guarding against wash sales (when prudent). Our 
platform helps us navigate IRS wash-sale rules. These 
rules prohibit an investor from receiving the tax benefit 
of selling at a loss if they purchase a “substantially 
identical” investment 30 days before or after the sale 
date. A survey by the CFA Institute† found that half  
of surveyed advisors were not considering wash 
sales at all and fewer than one in four had automated 
systems to help avoid them.

* Qualifying clients have multiple Portfolio Advisory Services accounts with different tax registrations assigned to a single goal. Please see the Fidelity Wealth 
Services Program Fundamentals for additional information about the service levels offered and the tax-smart investing techniques available to be used. 

† “Tax-Aware Investment Management Practice,” by Stephen M. Horan and David Adler, a 2009 study funded by the Research Foundation of CFA Institute.
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Tax-smart withdrawals
Withdrawing money from an account  
generally creates a taxable event. 

Usually, withdrawals mean selling securities, which can result 
in taxes. However, with a little planning, we can manage the 
tax impact of these sales. 

For clients who plan to make regular withdrawals, we try to 
keep a portion of the account from which those withdrawals 
will be made in short-term investments, such as money 
market funds. When investments in an account pay dividends 
or distributions, instead of reinvesting that money, we hold 
it in the core Fidelity money market fund. This way when a 
withdrawal need arises, we may be able to reduce the need  
to sell any securities.

If we do have to sell securities, we’ll look at how long 
an investment has been held and may sell securities that 
have been held for more than a year, as long-term gains are 
taxed at a lower rate than short-term gains. We may also  
sell funds that are about to pay large distributions, which can 
help reduce tax obligations. While the primary goal is always 
to help maintain an asset allocation that aligns with a client’s 
time horizon, comfort level with risk, and other preferences, 
we’re continually on the lookout for ways to reduce the 
impact of withdrawing money from an account. 

For certain qualifying clients,* we may be able to use a 
combination of funds from retirement accounts, which 
are subject to required minimum distribution (RMD) 
requirements, and unrealized gains in taxable accounts. Our 
objective is to generate income in a tax-efficient manner.



Ben Franklin (and possibly others before him) noted  
that taxes are a certainty in life. Another saying, likely  
not as old but equally accurate, notes that if you don’t  
get to keep what you earned, you never really earned 
it in the first place. 

Investors who want to maximize their ability to meet their 
investment objectives must consider the impact of taxes 
when making investment decisions, yet relatively few do.  
Tax-smart investing is a complex, difficult exercise that 
requires considerable skill, resources, and computing  
power to manage effectively. 

Conclusion 
At Strategic Advisers, we draw on deep, powerful 
expertise and resources, including a proprietary 
technology platform, to help clients meet their 
investment goals.

We build port folios that offer a balance of risk  
and reward tailored to an individual investor’s  
needs and goals—and are designed to reduce the 
negative impact of taxes.
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Value from Tax-Smart Investment Management for a Range of Strategies, 12/31/2001–12/31/2021

Investment Strategy
Pre-tax excess returns

 (pre-tax composite  
returns – pre-tax 

benchmark returns)

After-tax excess returns
(after-tax composite 

returns – after-tax 
benchmark returns)

Average annual net 
excess return 

(after-tax excess –  
pre-tax excess = average 
annual net excess return)

Cumulative return
(% added from  

tax-smart investment 
management)

All Stock Composite –0.73% 0.94% 1.68% 153.71%

Aggressive Composite –1.00% 0.26% 1.26% 102.81%

Growth Composite –0.83% 0.11% 0.93% 67.13%

Growth with Income 
Composite –0.74% 0.01% 0.75% 51.08%

Balanced Composite –0.77% –0.17% 0.61% 38.15%

Moderate Composite* –0.56% –0.49% 0.07% 1.48%

Moderate with Income 
Composite* –0.64% –0.63% 0.01% 0.35%

Conservative Composite –0.67% –0.40% 0.26% 11.37%

 
Based on the performance of a composite of accounts managed using the following strategy characteristics: Growth with Income asset allocation using tax-smart 
investing techniques (but not household tax-smart strategies), the total return investment approach and blended investment universe, investing in municipal 
securities, and includes accounts that do and do not use SMA sleeves.

*Moderate Composite and Moderate with Income Composite returns since June 2012.

See Appendix B for detailed performance information, and see endnote 4 for more details on average annual net excess return.

Past performance is no guarantee of future results. Investment return and principal value of investments will fluctuate over time. Returns for individual clients 
may differ significantly from the composite returns and/or may be negative. All returns are asset weighted and include reinvestment of any interest, dividends, 
and capital gains distributions, if applicable. The strategies we have included in the exhibit above are either “All Stock” or are invested in national and state-
specific municipal bond funds if the strategy has a fixed income component. Availability of state-specific funds depends on the client’s state of residence. Certain 
investment strategies, such as All Stock, may not be appropriate or available for some investors. Please contact your Fidelity associate to discuss your situation and 
investment strategy.

Appendix A: Performance Details
The table below provides a high-level analysis demonstrating the added value of tax-smart techniques.

14    TAX-SMART INVESTING: COULD BEN FRANKLIN HAVE BEEN WRONG? 15



14    TAX-SMART INVESTING: COULD BEN FRANKLIN HAVE BEEN WRONG? 15

Absolute Composite Returns  
as of 12/31/2021 1 Year 5 Year 10 Year Life of Reporting  

since 12/31/2001*

Composite 
Return 

Benchmark† 
Return

Excess 
Return

Composite 
Return 

Benchmark† 
Return

Excess 
Return

Composite 
Return 

Benchmark† 
Return

Excess 
Return

Composite 
Return 

Benchmark† 
Return

Excess 
Return

All Stock Composite Pre-tax 19.994% 20.158% –0.164% 15.091% 15.477% –0.387% 13.044% 13.830% –0.786% 7.916% 8.732% –0.816%

All Stock Composite After-tax 19.129% 19.383% –0.254% 15.367% 14.619% 0.747% 13.091% 12.740% 0.351% 8.839% 7.894% 0.944%

Aggressive Composite Pre-tax 18.511% 17.332% 1.179% 13.693% 13.912% –0.219% 11.601% 12.424% –0.823% 7.163% 8.243% –1.080%

Aggressive Composite After-tax 17.820% 15.853% 1.966% 13.702% 12.665% 1.037% 11.419% 11.686% –0.267% 7.868% 7.612% 0.256%

Growth Composite Pre-tax 15.417% 14.285% 1.132% 11.868% 12.039% –0.171% 10.095% 10.729% –0.633% 6.559% 7.451% –0.892%

Growth Composite After-tax 14.579% 12.806% 1.772% 11.651% 10.876% 0.775% 9.841% 10.075% –0.233% 6.998% 6.892% 0.106%

Growth with Income Composite Pre-tax 13.419% 12.394% 1.025% 10.735% 10.930% –0.195% 9.147% 9.735% –0.589% 6.298% 7.112% –0.813%

Growth with Income Composite After-tax 12.619% 10.948% 1.671% 10.430% 9.838% 0.592% 8.859% 9.160% –0.300% 6.609% 6.602% 0.007%

Balanced Composite Pre-tax 11.276% 10.440% 0.836% 9.423% 9.617% –0.194% 7.998% 8.550% –0.552% 5.618% 6.446% –0.828%

Balanced Composite After-tax 10.522% 9.098% 1.425% 9.056% 8.590% 0.465% 7.697% 8.042% –0.346% 5.845% 6.011% –0.166%

Moderate Composite Pre-tax* 9.164% 8.507% 0.657% 8.085% 8.292% –0.206% NA NA NA 6.382% 6.945% –0.563%

Moderate Composite After-tax* 8.437% 7.245% 1.192% 7.712% 7.362% 0.349% NA NA NA 6.049% 6.538% –0.489%

Moderate with Income Composite Pre-tax* 7.042% 6.597% 0.445% 6.632% 6.959% –0.327% NA NA NA 5.186% 5.822% –0.636%

Moderate with Income Composite After-tax* 6.483% 5.566% 0.917% 6.305% 6.173% 0.132% NA NA NA 4.868% 5.500% –0.632%

Conservative Composite Pre-tax 4.837% 4.630% 0.207% 5.018% 5.436% –0.417% 4.251% 4.780% –0.529% 3.665% 4.330% –0.665%

Conservative Composite After-tax 4.435% 3.839% 0.596% 4.718% 4.783% –0.065% 3.992% 4.517% –0.525% 3.713% 4.117% –0.404%

Based on the performance of a composite of accounts managed using the following strategy characteristics: Growth with Income asset allocation using 
tax-smart investing techniques (but not household tax-smart strategies), the total return investment approach and blended investment universe, investing in 
municipal securities, and includes accounts that do and do not use SMA sleeves. 

* Life of Reporting for Moderate Composite and Moderate with Income Composite strategies is since 3/1/2012.
† Tax-smart accounts do not have pre-tax benchmarks, but, for the purposes of this analysis, we compare pre-tax composite returns to the pre-tax return of the 
referenced basket of mutual funds and ETFs used to construct after-tax benchmarks (see Appendix C). Please see endnote 13 for information regarding the 
calculation of composite results and after-tax benchmarks.

Performance shown represents past performance, which is no guarantee of future results. Investment return and principal value of investments will fluctuate over time. A 
client’s underlying investments may differ from those of the composite portfolio. Returns for individual clients may differ significantly from the composite returns and may 
be negative. Current performance may be higher or lower than returns shown. The tables on the next page detail the current composition of the benchmarks for each of the 
investment strategies that are mentioned in this paper.

Appendix B: Performance Details



Benchmark Composition (as of 12/31/2021)

Investment Strategies

Fidelity Total Market 
Index Fund—

Institutional Premium 
Class (FSKAX)

Fidelity Global ex 
U.S. Index Fund—

Institutional Premium 
Class (FSGGX)

iShares National Muni 
Bond ETF (MUB)

Fidelity Government 
Cash Reserves (FDRXX)

All Stock Composite 70% 30% — —

Aggressive Composite 60% 25% 15% —

Growth Composite 49% 21% 25% 5%

Growth with Income 
Composite 42% 18% 35% 5%

Balanced Composite 35% 15% 40% 10%

Moderate 28% 12% 45% 15%

Moderate with Income 21% 9% 50% 20%

Conservative Composite 14% 6% 50% 30%

The components of the benchmarks are mutual funds. The benchmark uses mutual funds as investable alternatives to market indexes in order to provide a 
benchmark that takes into account the associated tax consequences of these investable alternatives. Detailed information on these mutual funds is available 
on Fidelity.com.

The after-tax money market component of the benchmark changed to the Fidelity Government Cash Reserves Fund effective March 31, 2016. For accounts in a 
muni strategy, the previous fund was the Fidelity Tax-Exempt Treasury Money Market Fund. For accounts not in a muni strategy, the previous fund was the Fidelity 
Treasury Only Money Market Fund.

The international equity component of the benchmark changed to the Fidelity Global ex US Index Fund-Fidelity Advantage Class (FSGDX) effective April 1, 2015. 
The previous fund was the Fidelity International Index Fund (FSIVX). FSGDX merged into the Fidelity Global ex US Index Fund-Institutional Premium Class (FSGGX). 

The municipal bond component of the benchmark changed to the iShares National AMT-Free Muni Bond (MUB), a passively managed ETF effective April 1, 2015. 
The previous fund was the Fidelity Municipal Income Fund (FHIGX), an actively managed mutual fund.

Appendix C: Benchmark Composition
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2009 2010 2011 2012

A net loss
becomes
carryforward
potential

$10,000

$2,000

$8,000

$3,000

$5,000

$2,000

$3,000
$4,500

$10,000
Net loss

Tax loss carryforward

Capital gain

$11,500
Capital gain

$1,500
Taxable gain

Losses harvested today may help reduce capital gains taxes in the future.

For illustrative purposes only. In this example, the investor used a $10,000 net loss in 2008 by using the carryforward tax-loss strategy and avoided 
paying capital gains for the next four years. It wasn't until 2012 that gains resulted in a tax liability. This is important because compounding helps to 
accelerate wealth building, so it's typically a good strategy to defer paying taxes for as long as possible.

Tax savings will depend on an individual’s actual capital gains, loss carryforwards, and tax rate and may be more or less than this example. This is 
an illustrative example for informational purposes only, and is not intended to represent the performance of any investment.

Appendix D
Illustrative example of how carryforward tax losses offset future gains
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1 Tax-smart (i.e., tax-sensitive) investing techniques (including tax-loss 
harvesting) are applied in managing certain taxable accounts on a limited 
basis, at the discretion of the portfolio manager, primarily with respect to 
determining when assets in a client’s account should be bought or sold. 
As the discretionary portfolio manager, Strategic Advisers LLC (“Strategic 
Advisers”) may elect to sell assets in an account at any time. A client may 
have a gain or loss when assets are sold. There are no guarantees as to 
the effectiveness of the tax-smart investing techniques applied in serving 
to reduce or minimize a client’s overall tax liabilities or as to the tax results 
that may be generated by a given transaction. Strategic Advisers does 
not currently invest in tax-deferred products, such as variable insurance 
products, or in tax-managed funds, but may do so in the future if it deems 
such to be appropriate for a client. Strategic Advisers does not actively 
manage for alternative minimum taxes; state or local taxes; foreign taxes 
on non-U.S. investments; federal tax rules applicable to entities; or 
estate, gift, or generation-skipping transfer taxes. Strategic Advisers relies 
on information provided by clients in an effort to provide tax-sensitive 
investment management, and does not offer tax advice. Clients are 
responsible for all tax liabilities arising from transactions in their accounts, 
for the adequacy and accuracy of any positions taken on tax returns, for 
the actual filing of tax returns, and for the remittance of tax payments to 
taxing authorities.  

2 The tax-smart investing techniques described in this paper apply to 
the Fidelity® Wealth Services tax-smart managed account offering. An 
assumption of this paper is that investors want to accumulate tax-loss 
carryforwards using ongoing tax-smart investing techniques. Unused tax-
loss carryforwards can generally be carried forward indefinitely to offset 
future realized capital gains and some ordinary income, but at death they 
do not carry over or “pass down” to a surviving heir.

3 Taxes Can Significantly Reduce Returns data, Morningstar, Inc., 2022. This 
example reflects a 96-year period from 1926 to 2021 and is based on the 
following data: stocks at 10.5%, stocks after taxes at 8.5%; bonds at 5.5%, 
and bonds after taxes at 3.5%. 
 Past performance is no guarantee of future results. This data is for 
illustrative purposes only and does not represent actual or future 
performance of any investment option. Returns include the reinvestment 
of dividends and other earnings. Stocks are represented by the Ibbotson® 
Large Company Stock Index. Government bonds are represented by the 
20-year U.S. government bond, cash by the 30-day U.S. Treasury bill, and 
inflation by the Consumer Price Index. The data assumes reinvestment of 
income and does not account for transaction costs. This is for illustrative 
purposes only and not indicative of any investment. An investment cannot 
be made directly in an index. 

Federal income tax is calculated using the historical marginal and capital 
gains tax rates for a single taxpayer earning $120,000 in 2015 dollars every 
year. This annual income is adjusted using the Consumer Price Index in 
order to obtain the corresponding income level for each year. Income 
is taxed at the appropriate federal income tax rate as it occurs. When 
realized, capital gains are calculated assuming the appropriate capital 
gains rates. The holding period for capital gains tax calculation is assumed 
to be five years for stocks, while government bonds are held until replaced 
in the index. No state income taxes are included. © 2021 Morningstar, Inc. 
All rights reserved.

4 We use a proprietary calculation to help measure the value of the 
tax-smart investing techniques that we apply in an effort to improve 
after-tax returns of tax-smart accounts. Our calculation uses asset-
weighted composite pre-tax and after-tax performance information for 
Fidelity® Wealth Services accounts managed using the same long-term 
asset allocation and invested in national and state-specific municipal 
bond funds if the strategy has a fixed income component (please see 
endnote 13 for more information on the calculation of composite and 
benchmark returns). We compare this composite performance information 
to a reference basket of mutual funds and ETFs that we use to construct a 
tax-smart account’s after-tax benchmark. Each fund represents a primary 
asset class, and is weighted in the same proportion as the primary asset 
class in the account’s long-term asset allocation. 

Average annual net excess return is calculated by subtracting Pre-tax 
Excess Return from After-tax Excess Return. After-tax Excess Return is 
the amount by which the annualized after-tax investment return for the 
composite portfolio is either above or below the annualized after-tax 
benchmark return. Pre-tax Excess Return is the amount by which the 
annualized pre-tax investment return for the composite portfolio is either 
above or below the annualized pre-tax return of the reference basket of 
mutual funds and ETFs.

5 We do not consider the potential tax consequences of the sale of 
non-eligible securities used to fund a tax-smart account. While we do 
consider the potential tax consequences of the sale of eligible securities 
used to fund a tax-smart account, we believe that asset allocation and 
diversification are of primary importance and apply tax-smart investing 
techniques as a secondary consideration. Accordingly, clients who fund 
a tax-smart account with appreciated securities should understand that 
we could sell such securities notwithstanding that the sale could trigger 
significant tax consequences.

6 Arnott, Robert D.; Andrew L. Berkin, Ph.D.; and Jia Ye, Ph.D.; 2001, “Loss 
Harvesting: What’s It Worth to the Taxable Investor?” First Quadrant, 
L.P. According to the study: “That tax alpha from harvesting of losses is 
material. Over a 25-year span, assuming modest 8% returns on stocks, we 
earn an average of almost 1400 basis points of cumulative alpha just from 
harvesting the losses. And that’s net of all the taxes that you would face 
at the end of the period for liquidating the portfolio. It’s a very important 
source of after-tax alpha, and it’s a reliable, predictable source of after-tax 
alpha.” The study consisted of 300 Monte Carlo simulations of portfolios 
approximating the S&P 500 Index over a variety of 25-year periods, 
covering the time from the Great Depression through 2001, compared 
with a buy-and-hold portfolio of similar assets. Simulation assumptions 
included monthly tax-loss harvesting/reinvestment of tax savings, a 35% 
marginal tax rate, and exclusion of all transaction costs.

7 The table and chart represent the cumulative total tax lot harvested losses 
or potential tax savings for all tax-smart managed accounts in the Fidelity® 
Wealth Services offering that are in good order and have account values 
of $20,000 and above with at least 10 holdings. Each tax lot loss within 
the population of accounts was evaluated. The specific tax rate applicable 
to the respective client account was applied to calculate the dollar loss 
of each tax lot, applying the client’s ordinary income tax rate to short-
term losses and applying the client’s capital gains tax rate to long-term 
losses. All capital losses harvested in a single tax year may not result in a 
tax benefit for that tax year. Any remaining unused capital losses may be 
carried forward and applied to offset income in future tax years for the 
remainder of the account owner’s lifetime. Results will vary. In our analysis 
over the past three years, cumulative tax savings from tax-loss harvesting 
differed from year to year and was as small as half the amount shown in 
the chart. Source: Fidelity Tax Account System as of 12/31/2021.

8 Capital losses may generally be used to offset only capital gains and, in 
the case of individuals, $3,000 of ordinary income. A capital loss that can’t 
be used for any year is carried forward.

9 Tax rates are dependent on each individual investor’s financial situation 
and also vary over time as tax regulations change. Please visit irs.gov for 
the latest information on current tax rates.

10 The municipal market can be affected by adverse tax, legislative, 
or political changes, and by the financial condition of the issuers of 
municipal securities. Municipal money market funds normally seek to 
earn income and pay dividends that are expected to be exempt from 
federal income tax. If a fund investor is resident in the state of issuance 
of the bonds held by the fund, interest dividends may also be exempt 
from state and local income taxes. Income exempt from regular federal 
income tax (including distributions from tax-exempt, municipal, and 
money market funds) may be subject to state, local, or federal alternative 
minimum tax. Certain funds normally seek to invest only in municipal 
securities generating income exempt from both federal income taxes 
and the federal alternative minimum tax; however, outcomes cannot be 
guaranteed, and the funds may sometimes generate income subject 
to these taxes. For federal tax purposes, a fund’s distributions of gains 
attributable to a fund’s sale of municipal or other bonds are generally 
taxable as either ordinary income or long-term capital gains.

Endnotes
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11 Please note that you may be charged an additional fee for any SMAs 
held in your account. These fees are in addition to the basic advisory fees 
for Fidelity® Wealth Services. Please refer to your Client Agreement for 
detailed fee information.

12 Charitable contributions of securities held longer than one year are 
usually deductible at the fair market value at the time of donation. If 
held less than one year, the deduction is usually limited to cost basis. 
Information relates to charitable deductions at the federal level. 
Deductions of charitable donations at the state level varies by state.

13 Important information about performance returns. Performance 
cited represents past performance. Past performance, before and after 
taxes, does not guarantee future results and current performance may be 
lower or higher than the data quoted. Investment returns and principal will 
fluctuate with market and economic conditions, and you may have a gain 
or loss when you sell your assets. Your return may differ significantly from 
those reported. The underlying investments held in a client’s account 
may differ from those of the accounts included in the composite. No 
investment strategy or risk management technique can guarantee returns 
or eliminate risk in any market environment. 

Before investing in any investment product, you should consider its 
investment objectives, risks, and expenses. This material has been 
prepared for informational purposes only and is not to be considered 
investment advice or a solicitation for investment. Information contained 
in this report is as of the period indicated and is subject to change. 
Please read the applicable advisory program’s Form ADV Program 
Fundamentals, available from a Fidelity advisor or at Fidelity.com/
information. 

Market indexes are included for informational purposes and for context 
with respect to market conditions. All indexes are unmanaged, and 
performance of the indexes includes reinvestment of dividends and 
interest income, unless otherwise noted. Review the definitions of 
indexes for more information. Please note an investor cannot invest 
directly into an index. Therefore, the performance of securities indexes 
do not incorporate or otherwise reflect the fees and expenses typically 
associated with managed accounts or investment funds. 

Information about the calculation of account and composite 
returns. Returns for periods of one year or less in duration are reported 
cumulatively. Returns for periods greater than one year may be reported on 
either a cumulative or average annual basis. Calendar year returns reflect 
the cumulative rates of return for the 12-month period from January 1 to 
December 31, inclusively, of the year indicated. 

Reported rates of return utilize a time-weighted calculation, which vastly 
reduces the impact of cash flows. Returns shown assume reinvestment of 
interest, dividends, and capital gains distributions. Assets valued in U.S. 
dollars. Performance for accounts managed without tax-smart investing 
techniques begins when assets are available in the account. Performance 
for accounts managed with tax-smart investing techniques (“tax-smart 
accounts”) begins after the Investment Manager reviews the account and 
deems it ready for investment in the chosen strategy. 

Rates of return shown are net of the actual investment advisory fees paid 
for each account, and are net of any applicable fee credits, any underlying 
fund’s own management fees and operating expenses, and for certain 
Fidelity Wealth Services accounts the fees attributable to separately 
managed account sleeves. Performance information presented for an 
investment advisory program offered by Fidelity Personal Workplace 
Advisors LLC (“FPWA”) includes performance for accounts enrolled in 
legacy programs previously offered and managed by FPWA’s affiliate, 
Strategic Advisers LLC, for periods prior to July 2018. Fees for these 
legacy programs differ from current fee schedules for FPWA’s programs, 
and fees for accounts enrolled in those legacy programs may have been 
higher or lower than FPWA’s current fees. Fee structures and the services 
offered have changed over time. Please consult a Fidelity financial 
advisor or the applicable investment advisory program’s current Program 
Fundamentals for current fee information. Additional information about 
our methodology for calculating pre- and after-tax performance return 
information is available at Fidelity.com/information in a document titled 
“About Performance.” 

Assumptions used in calculating after-tax returns. After-tax rate of 
return measures the performance of an account, taking into consideration 
the impact of a client’s U.S. federal income taxes, based on the activity in 
the account. Strategic Advisers does not actively manage for alternative 
minimum taxes; state or local taxes; foreign taxes on non-U.S. investments; 
federal tax rules applicable to entities; or estate, gift, or generation-skipping 
transfer taxes. Strategic Advisers relies on information provided by clients 
in an effort to provide tax-sensitive investment management and does not 
offer tax advice. Any realized short-term or long-term capital gain or loss 
retains its short- or long-term characteristics in the after-tax calculation. The 
gain/loss for any account is applied in the month incurred and there is no 
carryforward. We assume that taxes are paid from outside the account. 
Taxes are recognized in the month in which they are incurred. This may 
inflate the value of some short-term losses if they are offset by long-term 
gains in subsequent months. After-Tax Returns do not take into account 
the tax consequences associated with income accrual, deductions with 
respect to debt obligations held in client accounts, or federal income tax 
limitations on capital losses. Withdrawals from client accounts during the 
performance period result in adjustments to take into account unrealized 
capital gains across all securities in such account, as well as the actual 
capital gains realized on the securities. Adjustments for reclassification of 
dividends from non-qualified to qualified status that occur in January of 
the subsequent year are reflected in the prior December monthly returns. 
We assume that a client reclaims in full any excess foreign tax withheld and 
is able to take a U.S. foreign tax credit in an amount equal to any foreign 
taxes paid, which increases an account’s after-tax performance; the amount 
of the increase will depend on the total mix of foreign securities held and 
their applicable foreign tax rates, as well as the amount of distributions 
from those securities. 

We assume that losses are used to offset gains realized outside the account 
in the same month, and we add the imputed tax benefit of such a net loss 
to that month’s return. This can inflate the value of the losses to the extent 
that there are no items outside the account against which they can be 
applied, and after-tax returns may exceed pre-tax returns as a result of an 
imputed tax benefit received upon realization of tax losses. Our after-tax 
performance calculation methodology uses the full value of harvested 
tax losses without regard to any future taxes that would be owed on a 
subsequent sale of any new investment purchased following the harvesting 
of a tax loss. That assumption may not be appropriate in all client situations 
but is appropriate where (1) the new investment is donated (and not sold) 
by the client as part of a charitable gift, (2) the client passes away and 
leaves the investment to heirs, (3) the client’s long-term capital gains rate 
is 0% when they start withdrawing assets and realizing gains, (4) harvested 
losses exceed the amount of gains for the life of the account, or (5) where 
the proceeds from the sale of the original investment sold to harvest the 
loss are not reinvested. It is important to understand that the value of 
tax-loss harvesting for any particular client can only be determined by fully 
examining a client’s investment and tax decisions for the life the account 
and the client, which our methodology does not attempt to do. Clients and 
potential clients should speak with their tax advisors for more information 
about how our tax-loss harvesting approach could provide value under their 
specific circumstances. 

Information about composite returns. The rates of return featured for 
accounts managed to a long-term asset allocation represent a composite 
of accounts managed with the same long-term asset allocation, investment 
approach, and investment universe as applicable; rates of return featured for 
accounts managed with a single asset class strategy represent a composite 
of accounts managed to the applicable strategy. Accounts included in the 
composite utilize a time-weighted calculation, which vastly reduces the 
impact of cash flows. Composites are asset-weighted. An asset-weighted 
methodology takes into account the differing sizes of client accounts (i.e., 
considers accounts proportionately). Larger accounts may, by percentage, 
pay lower investment advisory fees than smaller accounts, thereby 
decreasing the investment advisory fee applicable to the composite and 
increasing the composite’s net-of-fee performance. For tax-smart accounts 
in Fidelity Wealth Services, composite results are based on the returns 
of the managed portion of the accounts; assets in a liquidity sleeve are 
excluded from composite performance. 



Composites set minimum eligibility criteria for inclusion. Accounts with 
less than one full calendar month of returns and accounts subject to 
significant investment restrictions are excluded from composites. Accounts 
with a do-not-trade restriction are removed from the composite once the 
restriction has been applied to the account for 30 days. For periods prior 
to October 1, 2022, composite inclusion required a minimum investment 
level that reflected product-relative investment requirements. Effective 
October 1, 2022, product composites will reflect all accounts for which we 
produce a rate of return and that meet the aforementioned criteria. Non-
fee paying accounts, if included in composite, will increase the net-of-fee 
performance. Certain products, like Fidelity Go, offer investment services 
where accounts under a certain asset level do not incur investment advisory 
fees. Employees do not incur investment advisory fees for certain products. 

Information about after-tax composite benchmarks. Return information 
for an after-tax benchmark represents an asset-weighted composite of 
clients’ individual after-tax benchmark returns. Each client’s personal after-
tax benchmark is composed of mutual funds (index funds where available) 
and ETFs in the same asset class percentages as the client’s investment 
strategy. The after-tax benchmark uses mutual funds and ETFs as investable 
alternatives to market indexes in order to provide a benchmark that 
takes into account the associated tax consequences of these investable 
alternatives. The after-tax benchmark returns implicitly take into account 
the net expense ratio of their component mutual funds because mutual 
funds report performance net of their expense. They assume reinvestment 
of dividends and capital gains, if applicable. The after-tax benchmark also 
takes into consideration the tax impact of rebalancing the benchmark 
portfolio, assuming the same tax rates as are applicable to each client’s 
account, as well as an adjustment for the level of unrealized gains in each 
account. The after-tax composite benchmark return is calculated assuming 
the use of the “average cost-basis method” for calculating the tax basis of 
mutual fund shares. 

Additional Information. Changes in laws and regulations may have a 
material impact on pre- and/or after-tax investment results. Strategic Advisers 
LLC relies on information provided by clients in an effort to provide tax-smart 
investing techniques and does not offer tax advice. Strategic Advisers LLC 
can make no guarantees as to the effectiveness of the tax-smart investing 
techniques applied in serving to reduce or minimize a client’s overall 
tax liabilities or as to the tax results that may be generated by a given 
transaction. Consult a tax advisor for additional details. 

The information contained herein includes information obtained from 
sources believed to be reliable, but we do not warrant or guarantee the 
timeliness or accuracy of the information as it has not been independently 
verified. It is made available on an “as is” basis without warranty. 
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Investing involves risk, including risk of loss. 

*  The Chartered Financial Analyst (CFA) designation is offered by the CFA Institute. To obtain the CFA charter, candidates must pass three exams 
demonstrating their competence, integrity, and extensive knowledge in accounting, ethical and professional standards, economics, portfolio 
management, and security analysis, and must also have at least four years of qualifying work experience, among other requirements. CFA® and 
Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

Diversification and asset allocation do not ensure a profit or guarantee against loss.
Fidelity® Wealth Services provides non-discretionary financial planning and discretionary investment management through one or more 
Portfolio Advisory Services accounts for a fee. Advisory services offered by Fidelity Personal and Workplace Advisors LLC (FPWA), a registered 
investment adviser. Discretionary portfolio management services provided by Strategic Advisers LLC (Strategic Advisers), a registered investment 
adviser. Brokerage services provided by Fidelity Brokerage Services LLC (FBS), and custodial and related services provided by National Financial 
Services LLC (NFS), each a member NYSE and SIPC. FPWA, Strategic Advisers, FBS, and NFS are Fidelity Investments companies.
Fidelity does not provide legal or tax advice. The information herein is general and educational in nature and should not be considered legal or tax 
advice. Tax laws and regulations are complex and subject to change, which can materially impact investment results. Fidelity cannot guarantee that 
the information herein is accurate, complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use, 
and disclaims any liability arising out of your use of, or any tax position taken in reliance on, such information. Consult an attorney or tax professional 
regarding your specific situation.
Investment Risks: 
In general, the bond and municipal bond markets are volatile. Fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually 
fall, and vice versa. This effect is usually more pronounced for longer-term securities.) Fixed income securities also carry inflation risk, liquidity risk, 
call risk, and credit and default risks for both issuers and counterparties. Unlike individual bonds, most bond funds do not have a maturity date, so 
holding them until maturity to avoid losses caused by price volatility is not possible. Lower-quality debt securities involve greater risk of default or 
price changes due to potential changes in the credit quality of the issuer. The interest payments of TIPS are variable; they generally rise with inflation 
and fall with deflation.
The municipal market can be significantly affected by adverse tax, legislative, or political changes and by the financial condition of the issuers of 
municipal securities. Some or all of a municipal security’s dividends or interest payments may be subject to federal, state, or local income taxes or may 
be subject to the federal alternative minimum tax.
Stock markets, especially foreign markets, are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or 
economic developments.
You could lose money by investing in a money market fund. Although the fund seeks to preserve the value of your investment at $1.00 per 
share, it cannot guarantee it will do so. An investment in the fund is not insured or guaranteed by the Federal Deposit Insurance Corporation 
or any other government agency. Fidelity Investments and its affiliates, the fund’s sponsor, have no legal obligation to provide financial 
support to money market funds and you should not expect that the sponsor will provide financial support to the fund at any time.

Fidelity’s government and U.S. Treasury money market funds will not impose a fee upon the sale of your shares, nor temporarily suspend your ability to 
sell shares if the fund’s weekly liquid assets fall below 30% of its total assets because of market conditions or other factors.

Before investing, consider the funds’ investment objectives, risks, charges, and expenses. Contact Fidelity for a 
prospectus or, if available, a summary prospectus containing this information. Read it carefully.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2022 FMR LLC. All rights reserved. 
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