
Tax-Efficient Investing
Strategy
This playbook outlines a series of steps to structure

investments in a way that minimizes tax liability and

maximizes after-tax returns. It focuses on investment

allocation, account types, and timing of sales and

distributions.

Step 1: Assess Goals 

Evaluate your financial goals, investment horizon, and risk tolerance

to inform the structure of your tax-efficient investment strategy.

Step 2: Choose Accounts 

Select the right types of investment accounts that offer tax benefits,

such as Roth IRAs, traditional IRAs, 401(k)s, and taxable accounts.

Step 3: Asset Location 

Place investments within the chosen accounts based on their tax

efficiency. For example, put high-tax investments in tax-advantaged

accounts and tax-efficient investments in taxable accounts.

Step 4: Tax-Loss Harvesting 

Implement tax-loss harvesting by selling investments that have

declined in value to offset gains and reduce overall taxable income.



Step 5: Monitor Turnover 

Pay attention to the turnover rates of your funds, as high turnover

can lead to more frequent and potentially taxable distributions.

Step 6: Hold Periods 

Aim to hold investments for at least one year to qualify for long-term

capital gains tax rates, which are typically lower than short-term

rates.

Step 7: Rebalance 

Periodically rebalance your portfolio to maintain your target asset

allocation, while being mindful of the tax consequences of the trades

you make.

Step 8: Distributions 

Understand the tax implications of distributions from your

investments, like dividends and interest, and plan accordingly.

General Notes

Tax Advice 

Consult a tax professional for personalized advice, as tax laws can be

complex and change frequently.

Timing 

Be aware of the timing of sales and withdrawals, since these can

affect your tax liabilities for the year.
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