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Sources: US Department of Labor, Bureau of Labor Statistics, Consumer Expenditure Survey, 2021; Natixis Investment Managers Solutions

Taxes are largest expenditure for high income households
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$200,000 and more, % of household expenditures plus taxes
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Sources: US Department of Labor, Bureau of Labor Statistics, Consumer Expenditure Survey, 2021; Natixis Investment Managers Solutions

Clients’ Biggest Personal Financial Fears
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Taxes Are a Major Concern for Clients and Growing in Importance
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Historical marginal and effective tax rates
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1913–2023
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Impact of Tax Drag
Growth of $100,000 (S&P 500® with 0%, 0.5%, 1%, and 2% Tax Drag, 12/31/1998–12/31/2023)
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The most tax-efficient way to index
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Index
Mutual Fund

Index
ETF

Direct 
Indexing SMA

Track Index Pre-Tax

Dividend Taxes

Fully Customizable

High-Net-Worth Focused

Actively Tax Managed

Capital Losses to Offset Gains



What Is a Realized Loss and Why Is It Valuable?
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Selling a Position at a Loss Can Create a Tax Write-Off

NOTE: The investor who does 
not sell the Coke position has 
still lost the same amount of 
money – but doesn’t have a 
tax write-off.



Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results.
Source: Thomson Reuters and Standard and Poor’s

Opportunities for tax loss harvesting
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Whether broad index performance is positive or negative, there are still opportunities to harvest losses

Winners and losers in S&P 500® (12/31/1990–12/31/2023)
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Case study #1: A Core Tax Engine 
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Optimize tax efficiency across all investments

• Tax-efficient index investing

• Core equity allocation with 
a loss harvesting engine 
to offset cap gains from 
other investments

• Passive core holding 
coupled with active 
allocations to pursue alpha

Practical applications
• In calendar year 2020, Mr. Wilson owned a $3 million portfolio 

consisting of $2 million individual stocks, ETFs and mutual funds and 
$1 million invested in the AIA S&P 500® direct indexing strategy.

• The mutual funds paid out capital gains of $50,000 and he had realized 
gains from trading activity in his stocks and ETFs of $150,000.

Direct 
Indexing 
Solution

He was able to offset the $200,000 in realized gains by
using $197,000 from the realized losses in his direct 
indexing account, leaving a net gain of only $3,000.

Capital losses

Capital gains

Net capital gain

Tax burden

Hypothetical example, for illustrative purposes only. 



• The AIA S&P 500® Strategy has historically generated average 
tax losses equivalent to 20%–25% of assets over a three-to-
five-year period.

• Securities sold at a loss are replaced with similar securities to 
maintain appropriate index diversification.

• Net capital losses can be carried forward indefinitely to 
offset future gains on federal income taxes. 

• Up to $3,000 annually can be used to offset ordinary income. 
State tax regulations vary.

Case study #2: Planning Ahead for Large Capital Event
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Bank losses now to offset future gains

Accrued capital losses can be 
used to reduce the tax impact 
associated with:

• The sale of a business

• Real estate transactions

• Stock option conversion 

Practical applications

• Dr. Garcia spent the last 30 years building a business from scratch 
now worth ~$10 million. 

• She plans to sell her business in 5 years. 
• She currently has a $3 million cash position that she wants to invest 

in the equity markets…

Direct Indexing Solution

2024 2025 2026 2027 2028

Hypothetical example, for illustrative purposes only. 



• Concentrated holdings can be risky, but selling shares to improve 
diversification can result in a large capital gain tax, particularly 
with low-basis stock positions.

• With direct indexing, we can build a customized index around the 
concentrated position, selling shares in a tax-efficient manner.

• The proceeds are invested in other sectors, building 
diversification around the primary holding. 

• Direct indexing can reduce or delay capital gains using a budget 
aligned with an investor’s priorities. 

Case study #3: Unwind Positions, Transition Assets and Diversify
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Minimize the tax consequences of reallocating assets

• For many account transitions, 
securities can be accepted in 
kind, with no associated tax 
consequences. 

• Investors with a higher cap 
gains budget may be able to 
diversify holdings more quickly. 

• For investors less willing to pay 
cap gain taxes up front, taxes 
will be lower, but the process 
may take longer. 

Practical applications

• Mr. Patel needs a tax-efficient way to sell off shares in his tech 
company and build a more diversified portfolio.

• His $10 million position in his company’s stock has a zero basis –
and his concentrated portfolio is a big risk.

• He has $2 million in cash and an annual capital gains budget 
of $500,000.

Direct Indexing Solution

Hypothetical example, for illustrative purposes only. 



Impact of taxes on investment returns

Benefits of direct indexing

Case studies and applications

01

Questions?

02

03

04

Summary



17

Direct Indexing 
from Natixis Investment Managers Solutions 

The Smarter Way to Index
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Equity Mutual Fund Distribution Trends
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Equity Mutual Fund History: Capital Gain Distribution Ratio (1991–2022)

Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. Note: Distribution ratios are calculated by 
dividing total equity mutual fund capital gains distributions by year-end net assets for each year. Sources: Investment Company Institute 2022 Factbook and Natixis Investment 
Managers Solutions.

S&P 500® negative calendar year returns

2000
‒9%

2001
‒12%

2002
‒22%

2008
‒37%

2018
‒4%

2022
‒18%



Source: Factset
Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. The securities holdings of the 
composite may differ materially from those of the index used for comparative purposes. It is not possible to invest directly in an index.

Opportunities for tax loss harvesting: 2020
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Even when broad index performance is positive, there are still opportunities to harvest losses

Although the S&P 500® Index 
rose by 18.4% in 2020,196 
stocks within the index fell in 
value during the period and 
provided opportunities to tax 
loss harvest.

196 stocks 
with losses in 2020
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S&P 500® Index Constituents – Range of Returns (12/31/19−12/31/20)



Source: Factset
Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. The securities holdings of the 
composite may differ materially from those of the index used for comparative purposes. It is not possible to invest directly in an index.

Opportunities for tax loss harvesting: 2021

20

Even when broad index performance is positive, there are still opportunities to harvest losses

Although the S&P 500®

Index increased by 28.71% 
in 2021, 77 stocks within 
the index fell in value 
during the period and 
provided opportunities to 
tax loss harvest.

77 stocks 
with losses in 2021

S&P 500® Index Constituents – Range of Returns (12/31/20−12/31/21)
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Source: Factset
Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. The securities holdings of the 
composite may differ materially from those of the index used for comparative purposes. It is not possible to invest directly in an index.

Opportunities for tax loss harvesting: 2022
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When broad index performance is negative, opportunities to harvest losses increase

S&P 500® Index Constituents – Range of Returns (12/31/21−12/31/22)

The S&P 500® Index 
decreased by -18.11% 
in 2022, and 368 stocks 
within the index fell in 
value during the period 
and provided opportunities 
to tax loss harvest.

368 stocks 
with losses in 2022
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Source: Factset
Performance data shown represents past performance and is no guarantee of, and not necessarily indicative of, future results. The securities holdings of the 
composite may differ materially from those of the index used for comparative purposes. It is not possible to invest directly in an index.

Opportunities for tax loss harvesting: 2023

22

When broad index performance is negative, opportunities to harvest losses increase

S&P 500® Index Constituents – Range of Returns (12/31/22−12/31/23)

The S&P 500® Index 
increased by 26.29% in 
2023, and 171 stocks 
within the index fell in 
value during the period 
and provided opportunities 
to tax loss harvest.

171 stocks 
with losses in 2023



Disclosure
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Natixis Investment Managers Solutions does not provide tax or legal advice. Please consult with a tax or legal professional prior to making any investment decisions.

Every situation is unique, and this does not constitute tax advice. 

There are significant differences between SMAs, Mutual Funds and ETFs, including, but not limited to, minimum account size, cost, and liquidity. Please consider these differences before investing.

The views and opinions expressed may change based on market and other conditions. This material is provided for informational use only and should not be construed as investment advice. 
There can be no assurance that developments will transpire as forecasted. Actual results may vary. 

Future tax rates and rates of return are unknown and will affect your personal outcome. All investments are subject to risk of loss. While we make every effort to ensure that our computations and graphs are 
accurate, we make no guarantees of the numbers contained herein.

Investment Risks: All securities are subject to risk, including possible loss of principal. Please read the risks associated with each investment prior to investing. Detailed discussions of each investment’s risks are 
included in Part 2A of each firm’s respective Form ADV. The investments highlighted in this presentation may be subject to certain additional risks.

This document may contain references to third party copyrights, indexes, and trademarks, each of which is the property of its respective owner. Such owner is not affiliated with Natixis Investment Managers or any 
of its related or affiliated companies (collectively “Natixis”) and does not sponsor, endorse or participate in the provision of any Natixis services, funds or other financial products.

The index information contained herein is derived from third parties and is provided on an “as is” basis. The user of this information assumes the entire risk of use of this information. Each of the third-party entities 
involved in compiling, computing or creating index information disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness fora particular purpose) with respect to such information.

Natixis Advisors, LLC (“Natixis Advisors”) provides advisory services through its division Natixis Investment Managers Solutions. Advisory services are generally provided with the assistance of model portfolio 
providers, some of which are affiliates of Natixis Investment Managers, LLC. Natixis Advisors does not provide tax or legal advice. Please consult with a tax or legal professional prior to making any investment 
decision. natixisimsolutions.com.

Natixis Distribution, LLC is a limited purpose broker-dealer and the distributor of various registered investment companies for which advisory services are provided by affiliates of 
Natixis Investment Managers.

Natixis Investment Managers Solutions corporate offices are located at 101 Second Street, Suite 1600, San Francisco, CA 94105 and 888 Boylston Street, Boston, MA 02199.

DI16-0124 
4972183.8.2
Exp 3/31/2025 
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