
FIDELITY® WEALTH SERVICES

Personalized Portfolios with Household 
Tax-Smart Strategies
Unique financial goals deserve a personalized investment solution

Over the course of investors’ lives, they may have accumulated assets 

in IRAs, 401(k)s, and trusts. These investments may have started 

with a goal—to build wealth, buy a home, save for college—or 

maybe it simply seemed like “the right thing to do.” But as more 

time passed, the investors’ assets grew, their goals likely evolved, 

their financial situation became more complex, and new 

challenges and risks emerged.

As the stakes grew  
higher, these investors 
may have started  
asking themselves:

• Am I investing in a way that will help me meet my goals?

•  How much risk should I have in each account, and in total, 

across all accounts?

 

• What types of investments are appropriate for each account?

•  How can I track progress to my overall goals instead of just  

looking at the performance of each account?

Personalized Portfolios with Household Tax-Smart Strategies 
through Fidelity® Wealth Services is designed to help address 
these issues.
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Introducing household tax-smart strategies

Applying household tax-smart strategies offers a truly personalized money 
management approach that seeks to enable more nimble application of  
our investment frameworks and tax-smart investing techniques  designed to  
help investors pursue higher after-tax returns and reach their financial goals. 
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It does this by coordinating the management of multiple taxable and tax-
advantaged accounts through a process that considers individual tax rates, 
withdrawal needs, unrealized gains and losses, risk-and-return profiles of 
different asset classes, and tax treatment of an investor’s unique combination 
of investments. It’s an approach built on our core principles of asset allocation, 
investment selection, and tax-smart investing techniques,  and by managing 
these activities across multiple accounts within a goal, we are able to enhance 
their effectiveness in helping our clients reach their goals.
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Meet the Millers:
Harry and Wendy, 
both 55

TAXABLE TRUST ACCOUNT ROLLOVER IRA ROTH IRA

GOAL-LEVEL
ASSET

ALLOCATION

Total Investable Assets:
$1.75M across IRAs, trust accounts, 
401(k) accounts, and an employee 
stock option plan

Goals:
Retire in 10 years and maintain 
current lifestyle

Accounts for the Retirement Goal:
Taxable trust account, rollover IRA, 
and Roth IRA

Current Goal-Level Allocation: 
90% Domestic Stock  
(including a large stock holding  
in a specific company)

5% International Stock
5% Short-term

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM

Continue on to see how applying household tax-smart strategies can help position them for reaching their goals.

This is a hypothetical example and does not represent an actual client.
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How will you transition accounts into  
household tax-smart strategies?

The process starts by consulting a dedicated Fidelity Representative who will 
discuss the investor’s goals. Our investment team will assess the current asset 
allocation, and suggest a new goal-level allocation—which is the mix of different 
asset classes that we believe is most appropriate in light of the investor’s profile. 
The actual process of getting the investor’s accounts to that asset allocation is 
collaborative and highly personalized.

Evaluation of Investments: We examine each investment under our 
discretionary management and assess whether to keep, sell, or adjust the 
weight of the holding based on how well its expected risk and return profile 
aligns with the investor’s goal and the potential tax impact of selling or 
keeping each investment.1

Accommodating Existing Holdings: Building a goal-level asset allocation using 
multiple accounts with different tax registrations can offer additional flexibility. For 
example, a taxable account may have existing holdings that have large, unrealized 
capital gains. Rather than potentially selling those holdings at a gain to buy other 
assets, we can complement the exposure with investments within a tax-advantaged 
account, where changes can be made without incurring capital gains taxes.

Modest adjustments made to taxable account to  
reduce capital gains tax impact

Their concentrated stock holding did not represent  
enough of a risk to the overall portfolio to warrant  

selling it and incurring the associated capital gains tax

Significant changes made to tax-advantaged accounts  
to reduce impact of capital gains tax
Increased bonds and international stock exposure,  
decreased domestic stock exposure

TAXABLE TRUST ACCOUNT ROLLOVER IRA ROTH IRA

NEW
GOAL-LEVEL

ASSET
ALLOCATION

The Millers’ transition
We believe that the Millers have too much exposure 
to stock, and therefore too much risk, based on their 
goals and other factors. 

However, we are aware that they may also want to 
limit the capital gains tax impact of selling stock.

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM

This is a hypothetical example and does not represent an actual client.
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How can applying household tax-smart strategies  
help reduce taxes on an ongoing basis?

Investment managers attempt to reduce the impact of taxes by using a 
combination of strategies, such as tax-loss harvesting, deferring short-term 
capital gains, managing exposure to mutual fund distributions, and investing  
in tax-exempt municipal bond funds. Managing across account registrations 
enables us to synchronize these activities to enhance their impact in  
some cases.

Tax-Smart Rebalancing: If asset class exposures drift beyond their target 
weights over time and rebalancing is required, the retirement account can 
be used to make asset allocation adjustments, while minimizing trading, 
and potentially incurring capital gains taxes, within the taxable account. 
Furthermore, use of the retirement account can reduce the potential tax impact 
if a change in the goal-level asset allocation is required, due to a change in risk 
tolerance, time horizon, cash flow, or other factors.

Asset Location: Managing across accounts within a goal also allows us to 
emphasize directing more tax-inefficient investments into more tax-efficient 
accounts, to help reduce the potential tax impact from holding those 
investments. For example, for funds that historically have had frequent and 
high capital gain distributions, we may invest in them through a tax-advantaged 
retirement account. Furthermore, we may use more tax-efficient investments in 
the taxable account. This can include ETFs, which may have fewer taxes from 
capital gains distributions than mutual funds, or our stock separately managed 
account sleeves, which can provide tax-efficient stock exposure.

(continues)
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How can applying household tax-smart strategies  
help reduce taxes on an ongoing basis?

Overall Stock Exposure
Due to domestic stock growth outpacing 
returns in other asset classes, the Millers now 
have too much domestic stock exposure. 
Their goal-level asset allocation has drifted 
out of alignment with their goal.

TAXABLE TRUST ACCOUNT ROLLOVER IRA ROTH IRA

GOAL-LEVEL
ASSET

ALLOCATION

Rebalanced

Modest adjustments made to taxable  
account to reduce tax impact

Tax-exempt municipal bonds will add  
bond exposure with low tax impact

Most rebalancing will occur in the rollover IRA 
and Roth IRA accounts because there will be no 
capital gains tax impact from selling appreciated 
domestic stock  
Increase in actively managed international and bond 
funds, which are less tax-efficient but offer diversification 
and potential return benefits

TAXABLE TRUST ACCOUNT ROLLOVER IRA ROTH IRA

NEW
GOAL-LEVEL

ASSET
ALLOCATION

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM

This is a hypothetical example and does not represent an actual client. 
Diversification and asset allocation do not ensure a profit or guarantee against loss.
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How can household tax-smart strategies add flexibility 
to investment selection?

Applying investment decisions across taxable and tax-advantaged accounts also 
enables more flexible investment selection that can potentially enhance  
pretax returns.

Nimble Investing: Our business cycle framework, which helps us understand 
the connection between investments and the current economic environment, 
guides certain asset allocation decisions. We believe there are opportunities 
throughout the cycle to invest in assets that we think can help enhance returns. 
For example, we may add exposure to commodities if we believe there is a 
higher potential for inflation. The tax-advantaged treatment of retirement 
accounts allows us to seize these opportunities, and later sell or reduce our 
position without capital gains tax impact.

Typical Business Cycle

The Typical Business Cycle depicts the general pattern of economic cycles 
throughout history, though each cycle is different. There is not always a 
chronological progression in this order, and there have been cycles when the 
economy has skipped a phase or retraced an earlier one.2

(continues)

Avg. Phase Length

Cycle Phases

+
Economic Growth

–

1 Year 3.5 Years 1.5 Years <1 Year

Early
Activity rebounding

Late
Growth moderating

Recession
Activity falling

Mid
Growth peaking

CONTRACTIONEXPANSIONRECOVERY

For illustrative purposes only. Business cycle above is a hypothetical illustration of a typical business cycle. From 1950–2021.,  
as of 12/31/2021.
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How can household tax-smart strategies add flexibility 
to investment selection?

Broader Investment Opportunities: Some investments, like alternative assets  
or high income funds, are tax-inefficient because they may pay income or 
dividends steadily, creating regular taxable events.

When we manage multiple accounts as part of the same goal, we are less 
constrained by these types of investments because we can do so in the tax-
advantaged accounts. This opens up more investable opportunities for our 
investment managers, which ultimately helps them incorporate more of their 
investment ideas.

Investment
flexibility
During a specific point in the 
business cycle, the investment 
manager saw an opportunity to 
help improve returns by adding an 
alternative asset–oriented mutual 
fund for a short period of time.

This is a hypothetical example and does not represent an actual client.

ROLLOVER 
IRA +     

Alternative asset– 
oriented mutual fund

Short-term holding change:

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM



9

How can household tax-smart strategies reduce the 
potential tax impact on withdrawals when managing 
multiple accounts?

If cash is needed either for an ad hoc request or on an ongoing basis, we 
can work with you to evaluate the overall goal-level allocation and help you 
determine which accounts to take the funds from. Our investment team 
will then determine the appropriate positions and tax lots to sell from a tax 
perspective. The overall objective will be not only to maintain the appropriate 
asset allocation but also to consider the tax implications of specific holdings, 
the accounts they are in, and any required minimum distributions (RMDs) that 
our investment team is made aware of. 

Personalized,  
tax-smart  
withdrawals
The Millers are now 72 years  
old and want to supplement their 
pension and Social Security income 
with $1,000 in monthly income 
from their investment accounts.

Income is partially  
raised from assets with  

low appreciation

Income is partially raised from IRA to 
satisfy RMDs

TAXABLE TRUST ACCOUNT ROLLOVER IRA ROTH IRA

GOAL-LEVEL
ASSET

ALLOCATION

Withdrawals are made so that the  
goal-level asset allocation remains unchanged

DOMESTIC  STOCK

INTERNATIONAL  STOCK

BONDS

SHORT-TERM

This is a hypothetical example and does not represent an actual client.
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Important Information
Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain or 
lose money.
Diversification/asset allocation does not ensure a profit or guarantee against loss.
Generally, among asset classes stocks are more volatile than bonds or short-term instruments and can decline significantly in response to adverse 
issuer, political, regulatory, market, or economic developments. Although the bond market is also volatile, lower-quality debt securities including 
leveraged loans generally offer higher yields compared to investment grade securities, but also involve greater risk of default or price changes. Foreign 
markets can be more volatile than domestic markets due to increased risks of adverse issuer, political, market or economic developments, all of which 
are magnified in emerging markets.
ETFs are subject to market fluctuation and the risks of their underlying investments. ETFs are subject to management fees and other 
expenses. Unlike mutual funds, ETF shares are bought and sold at market price, which may be higher or lower than their NAV, and are not 
individually redeemed from the fund.
The commodities industry can be significantly affected by commodity prices, world events, import controls, worldwide competition, government 
regulations, and economic conditions.
Fidelity Investments does not provide legal or tax advice. The information provided herein is general in nature and should not be considered legal or  
tax advice. Clients should consult an attorney or tax professional regarding their specific situation.
Personalized Portfolios represents a group of Portfolio Advisory Services (PAS) accounts that are assigned to a specific goal, for which we provide 
discretionary investment management, excluding BlackRock® Diversified Income Portfolio. Through our investment process, we consider the 
stock allocation of any non-Portfolio Advisory Services accounts assigned to a specific goal when determining how to invest the Portfolio Advisory 
Services accounts, a technique known as complementary investing. Complementing can help us create an appropriate goal-level asset allocation 
recommendation for all the accounts assigned to the goal based on the client’s time horizon and comfort with risk. However, when engaging in 
complementary investing on a client’s behalf, other asset classes, such as bonds and short-term investments, are not considered. In managing Portfolio 
Advisory Services accounts, we’ll always prioritize maintaining an asset allocation that’s appropriate for a client’s comfort with risk.
For goals that qualify, we’re able to offer “Household Tax-Smart Strategies,” which allows us to apply enhanced tax-smart investing decisions across 
the Portfolio Advisory Services accounts, with varying tax registrations assigned to a goal. These enhanced tax-smart techniques allow us to build 
and maintain unique asset allocations for each PAS account, providing greater investment flexibility, and include asset location, enhanced tax-smart 
rebalancing, and enhanced tax-smart withdrawals to help further enhance after-tax returns. In managing client’s PAS accounts, we’ll always prioritize 
maintaining an asset allocation that is appropriate for your comfort with risk and your goal. Clients are responsible for managing any assets assigned to a 
goal that we do not manage.
1 We believe that appropriate diversification is of primary importance and apply tax-smart investing techniques as a secondary consideration. Accordingly, 
clients who fund an account with appreciated securities should understand that we could sell such securities notwithstanding that the sale may trigger 
significant tax consequences within an account managed with tax-smart investing techniques. 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. Except where Fidelity Personal Trust Company (FPTC) is serving as trustee, 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. 

  Unless otherwise specified, Strategic Advisers LLC determines tax basis at the time of sale based on the specific share identification tax basis method. 
Income exempt from federal income tax may be subject to state or local tax. A portion of distributions from tax-exempt or municipal bond funds may 
be subject to federal, state, or local income, or alternative minimum 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. Redemptions, including exchanges, 
may result in a capital gain or loss for federal tax purposes.

2F or illustrative purposes only. Business cycle is a hypothetical illustration of a typical business cycle. There is not always a chronological progression 
in this order, and there have been cycles when the economy has skipped a phase or retraced an earlier one. In general, the typical business cycle 
demonstrates the following:
•  During the typical early-cycle phase, the economy bottoms and picks up steam until it exits recession and then begins the recovery as activity 

accelerates. Inflationary pressures are typically low, monetary policy is accommodative, and the yield curve is steep. Economically sensitive asset 
classes such as stocks tend to experience their best performance during the early-cycle phase.

•  During the typical mid-cycle phase, the economy exits recovery and enters into expansion, characterized by broader and more self-sustaining 
economic momentum but a more moderate pace of growth. Inflationary pressures typically begin to rise, monetary policy becomes tighter, and the 
yield curve experiences some flattening. Economically sensitive asset classes tend to continue benefiting from a growing economy, but their relative 
advantage narrows.

•  During the typical late-cycle phase, the economic expansion matures, inflationary pressures continue to rise, and the yield curve may eventually 
become flat or inverted.

•  Eventually, the economy contracts and enters recession, with monetary policy shifting from tightening to easing. Less economically sensitive asset 
categories tend to hold up better, particularly right before and upon entering recession. 

Please note that there is no uniformity of time among phases, nor is there always a chronological progression in this order. For example, business cycles 
have varied between one and 10 years in the United States, and there have been examples when the economy has skipped a phase or retraced an 
earlier one.
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 and the Fidelity Investments and pyramid design logo are registered service marks of FMR LLC. 
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2022 FMR LLC. All rights reserved.
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