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The impact that taxes may have on your long-term 
wealth creation is significant. A 2005 Morningstar 
report sites that the tax impact on mutual funds is 
usually concentrated in the range of 0% - 5%. With 
equity funds averaging 1.2% and high yield bond funds 
averaging 3.29%. If we simply take the average of the 
range investors lose 2.5% of their return to taxes. 
Hypothetically, an investor who generates a 10% 
annualized return would only net 7.5% after taxes. 
Keep in mind that every investor’s situation is unique 
and their tax cost may be higher or lower. However, 
it is clear that investors should not ignore taxes. 

Disclaimer: 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. 

5 Tax-Smart 
Investing 
Solutions

1. Tax-Deferred Strategies

2. Tax-Free Strategies

3. Tax-Efficient Security Selection

4. Asset Location

5. Managing Your Winners & Losers
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Tax-Free Strategies
Tax free options can Include instate municipal bonds, 

Health Savings Accounts (HSA), College Saving Accounts 
and Roth IRA’s. These strategies can help produce tax-

free growth for the future

Creating Your Personal Tax-Smart 
Investment Management Decision Process

Tax-Deferred Strategies 
Contributions to retirement savings accounts such as a, 

401(k), 403(b), 457, IRA, Health Savings Accounts (HSA) can 
allow you to reduce your taxes today while at the same time

creating tax deferred Growth for the future. 

Tax-Efficient Security Selection
Security selection can be an important part of keeping more dollars 
in your pocket. Investing in Exchange Traded Funds (ETF’s) can be a 
tax smart solution to traditional mutual funds. Understanding some 
of the tax inefficiencies such as capital gains distributions and 
turnover ratios associated with mutual funds are important. 

Asset Location Strategies 
Where you hold your investments is as Important as what types of
Investment you own. In order to manage your tax burden over time, 
place ordinary income investments in tax-deferred or tax-free 
accounts such as traditional or Roth IRA’s and use tax favored
investments that produce long-term capital gains into taxable 
brokerage accounts. 

Managing Your Winners & Losers
Tax-loss harvesting is when an investor selectively offsets 
investment gains with investment losses to reduce or eliminate 
capital gains taxes, both long-term and short-term gains. 
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“Taxes can cost the 
average investor at 
least 2% in annual 
returns, or more if 
they are not tax-

conscious”

This chart 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. Govt bonds are represented by the 20-yr US govt bond, cash by the 30-day US Treasury bill, and inflation by the 
Consumer Price Index. The data assumes reinvestment of income and does not account for transaction costs. An investment 
cant be made directly in an index. Taxes Can Significantly Reduce Returns data, Morningstar, Inc. 10/1/17.
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How are you making the most of tax-smart 
investment management techniques?
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Lighthouse Financial Services, Inc. is a SEC registered investment adviser. Registration does not imply a certain level of skill or training. All investing involves risk, including the potential for loss 
of principal. There is no guarantee that any investment plan or strategy will be successful and past performance is not indicative of future performance. Information presented is for 
educational purposes only intended for a broad audience.  The information does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or 
investment strategies. Investments involve risk and are not guaranteed. .

Lighthouse Financial Services, Inc. has reasonable belief that this marketing does not include any false or material misleading statements or omissions of facts regarding services, investment, 
or client experience. Lighthouse Financial Services, Inc. has reasonable belief that the content as a whole will not cause an untrue or misleading implication regarding the adviser’s services, 
investments, or client experiences. Please refer to (link here) the adviser’s ADV Part 2A for material risks disclosures. 

Past performance of specific investment advice should not be relied upon without knowledge of certain circumstances of market events, nature and timing of the investments and relevant 
constraints of the investment. Lighthouse Financial has presented information in a fair and balanced manner.  

Lighthouse Financial Services, Inc. is not giving tax, legal or accounting advice, consult a professional tax or legal representative if needed.  

Lighthouse Financial Services, Inc. may discuss and display, charts, graphs, formulas and stock picks which are not intended to be used by themselves to determine which securities to buy or 
sell, or when to buy or sell them. Such charts and graphs offer limited information and should not be used on their own to make investment decisions. Consultation with a licensed financial 
professional is strongly suggested. 

The opinions expressed herein are those of the firm and are subject to change without notice. The opinions referenced are as of the date of publication and are subject to change due to 
changes in the market or economic conditions, and may not necessarily come to pass. Any opinions, projections, or forward-looking statements expressed herein are solely those of author, 
may differ from the views or opinions expressed by other areas of the firm, and are only for general informational purposes as of the date indicated.

For more information, please visit us at www.ndr.comNDR, Inc. (NDR), d.b.a. Ned Davis Research Group (NDRG), any NDRG affiliates or employees, or any third-pa anyone who has relied on the 
information contained in any NDRG publication. The data and analysis contained implied warranties , including, but not limited to, any warranties of merchantability, suitability or fitness for a pa 
results are not a guarantee of future results. This communication reflects our analysts' opinions as of the views or information change. All opinions expressed herein are subject to change 
without notice . NDRG officers and/or employees, may have long or short positions in the securities discussed herein and may additional disclaimers, refer to 
www.ndr.com/invest/public/copyright.html . For data vendor disclaimers, refer permission. Copyright 2021 © NDR, Inc. All rights reserved.
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