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Key Takeaways

» Tax-aware portfolio transitions can help advisors improve portfolio alignment while minimizing unnec-
essary tax consequences for clients.

e Adisciplined transition framework allows advisors to balance investment objectives, risk management
and tax efficiency rather than treating them as competing priorities.

e Advisors who proactively address tax challenges can strengthen client relationships, improve retention
and differentiate their value proposition.

The Portfolio Transition Challenge

One of the biggest opportunities advisors have to demonstrate their value is when they onboard a new
client. It's also one of the most challenging moments in the client relationship.

New clients frequently arrive with portfolios that have been built over many years, often across multiple
market cycles and advisory relationships. While these portfolios may have generated strong returns, they
can also contain concentrated positions, legacy holdings or allocations that no longer align with the client's
objectives.

The investment solution may appear straightforward: transition the portfolio into a more suitable allocation
and implement the advisor's preferred strategy. In reality, many investors have accumulated substantial
embedded gains, making portfolio changes much harder than they might appear.

Selling appreciated positions may improve diversification and portfolio alignment, but it can also create a
tax bill that overshadows the benefits of the transition. At the same time, leaving the portfolio unchanged
may expose clients to unnecessary risk or prevent them from benefiting from a more appropriate invest-
ment approach.

Successfully navigating this trade-off requires a framework that incorporates tax considerations into the
portfolio transition process from the outset.

Balancing Portfolio Improvement and Tax Efficiency
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Historically, advisors had three choices: leave the portfolio as-is, fully transition the portfolio and realize
gains immediately, or manually work positions over time using spreadsheets and periodic reviews.Each ap-
proach involves tradeoffs between investment outcomes, operational complexity, and tax consequences.

Today, advisors don’t have to choose between creating a large tax bill and leaving clients in an outdated
portfolio.Technology has made it possible to implement disciplined transition plans that balance both
objectives.

One effective way to manage this is by establishing a capital gains budget. By defining an acceptable
level of realized gains over a given period, advisors can systematically reduce unwanted exposures while
remaining aligned with each client’s tax objectives. As opportunities for tax-loss harvesting arise, those
losses can further offset gains and accelerate the transition process.

Once atransition plan is established, it can continue to evolve over time as tax-loss harvesting opportunities
arise and a new capital gains budget becomes available each year, allowing portfolios to gradually move
closer to their target allocation. This shifts the conversation from simply avoiding taxes to optimizing
after-tax outcomes over time. Clients are often more receptive when they understand the tradeoffs and
have a clear, disciplined plan in place.

Turning Tax-Aware Investing into a Client Service Advantage

Tax-aware portfolio transitions are more than portfolio implementation; they’re an opportunity to strengthen
client relationships.

Prospective clients often seek guidance because they are unsure how to manage concentrated positions,
legacy holdings or portfolios with significant embedded gains. Demonstrating a thoughtful transition plan
can help advisors distinguish themselves during the onboarding process and reinforce their role as
long-term strategic partners.

The value extends beyond winning new business. Existing clients frequently experience life events, liquidity
needs or changing investment objectives that require portfolio adjustments.

In each case, the objective remains the same: improve the portfolio while thoughtfully managing the tax
impact.

For growing advisory practices, the operational efficiency can be just as valuable as the tax benefits
themselves. As firms add clients and taxable assets, manually tracking capital gain budgets and transition
plans across dozens or even hundreds of accounts quickly becomes unsustainable.

Technology platforms such as Quorus are making tax-aware portfolio transitions far more scalable. Com-
bined with investment solutions like WisdomTree’s model portfolios and SMAs, advisors can implement
tax-aware transitions in a way that was historically difficult to manage manually.

Ultimately, clients evaluate advisors on more than investment performance. They expect advice that
considers the full financial picture and a transition process that reflects their individual circumstances.
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Advisors who can deliver both investment expertise and thoughtful tax management are well positioned
to deepen relationships and differentiate their practice.

Conclusion

As investors place greater emphasis on after-tax outcomes, tax management is becoming an increasingly
important part of the advisory conversation.

Tax-aware portfolio transitions provide a practical framework for balancing investment objectives with tax
efficiency while improving portfolio alignment over time. Whether onboarding a new client, transitioning
a taxable portfolio or managing a concentrated position, advisors can deliver better outcomes through a
disciplined, repeatable process.

As customization and tax management become increasingly important to clients, advisors who can deliver
a disciplined, repeatable transition process will be better positioned to differentiate their practice. The
conversation is no longer simply about investment performance, but about helping clients achieve better
after-tax outcomes while making portfolio changes thoughtfully and efficiently.

https://www.wisdomtree.com/us/insights/blog/tax-aware-portfolio-transitions-why-the-transition-mat-

ters-as-much-as-the-portfolio WISDOMTREE



WISDOMTREE BLOG

Important Risks Related to this Article

There are risks involved with investing, including possible loss of principal. Using an asset
allocation strategy does not ensure a profit or protect against loss.

This material is for informational purposes only, does not constitute investment advice or a recommenda-
tion to buy or sell any security.

Neither WisdomTree, Inc., nor its affiliates, provide tax advice. All references to tax matters or information
provided in this material are for illustrative purposes only and should not be considered tax advice and
cannot be used for the purpose of avoiding tax penalties. Investors seeking tax advice should consult an
independent tax advisor.

For Financial Advisors: The information provided on WisdomTree Model Portfolio and WisdomTree
Investment Strategies for SMAs is designed to be used by financial advisors solely as an educational
resource, along with other potential resources advisors may consider, in providing services to their end
clients. WisdomTree Model Portfolio and WisdomTree’s Investment Strategies for separately managed
accounts (“SMASs”) information and related content are for information only and are not intended to
provide, and should not be relied on, for tax, legal, accounting, investment or financial planning advice
by WisdomTree, nor should any WisdomTree Model Portfolio or Investment Strategy information be
considered or relied upon as investment advice or as a recommendation from WisdomTree, including
regarding the use or suitability of any WisdomTree Model Portfolio or WisdomTree Investment Strategies
for SMAs, any particular security or any particular strategy.

For Retail Investors: WisdomTree’s Model Portfolios and WisdomTree’s Investment Strategies for SMAs
are not intended to constitute investment advice or investment recommendations from WisdomTree. Your
investment advisor may or may not implement WisdomTree’s Model Portfolios or WisdomTree’s Investment
Strategies for SMAs in your account. WisdomTree is not responsible for determining the suitability or
appropriateness of a strategy based on WisdomTree’s Model Portfolios or WisdomTree’s Investment
Strategies. WisdomTree does not have investment discretion and does not place trade orders for your
account. This material has been created by WisdomTree and the information included herein has not
been verified by your investment advisor and may differ from information provided by your investment
advisor. WisdomTree does not undertake to provide impartial investment advice or give advice in a fiduciary
capacity.

WisdomTree primarily uses its own funds in the Model Portfolios unless there is no WisdomTree Fund that
is consistent with the desired asset allocation or strategy. As a result, the Model Portfolios are expected
to include a substantial portion of WisdomTree Funds notwithstanding that there may be a similar fund
with a higher rating, lower fees and expenses, or substantially better performance. WisdomTree and its
affiliates will indirectly benefit from investments made based on the Model Portfolios through fees paid by
the WisdomTree Funds.

Relationship Disclosure: WisdomTree, Inc., the parent company of WisdomTree Asset Management,
Inc. ("WTAM?”), holds a minority equity stake in Quorus Inc. (“Quorus”), and WTAM has commercial
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arrangements with Quorus under which WTAM Model Portfolios are offered through the Quorus platform,
as well as, WTAM Investment Strategies, which may be implemented in separately managed accounts
(“SMASs"). For the Investment Strategies used in SMAs, WTAM receives a revenue sharing payment equal
to a specified portion of the portfolio management fee collected by Quorus from advisors or end clients and
based on the aggregate value of the account. WTAM does not provide investment advice in connection with
such SMA implementations. Accordingly, WTAM and its affiliates have a financial interest in the success
of Quorus and may benefit economically from the relationship.
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