
Meet Sally

• 56-year-old high-net-worth client.

• $4.5 million in investable assets.

• Long-term investor: Growth focused with disciplined risk 

management. Large imbedded gains in a concentrated stock 

position. Large realized gains from portfolio rebalancing.  

Sally’s portfolio experienced meaningful equity-market volatility that 

created temporary unrealized losses across the portfolio. She 

implemented an opportunistic tax-loss harvesting strategy designed to:

realize losses to help offset current-year and future taxable gains,

maintain market exposure and improve after-tax outcomes while 

staying aligned with her long-term investment plan.

Sally’s Goals Include

Minimizing current-year tax liabilities 

through opportunistic tax loss 

harvesting.

Taking advantage of market volatility to 

capture losses and not wait for a 

scheduled harvesting to take place. 

Gradually reduce the exposure to the 

concentrated equity and offset 

realized gains in the portfolio. 

Tax Management – 

Opportunistic Tax Loss 

Harvesting

MORGAN STANLEY INVESTMENT ADVISORY

✓ Daily monitoring of accounts 

for opportunistic tax-loss 

harvesting. 

✓ Wash-sale preserve ion to 

preserve harvested losses. 

✓Customizable Tax Loss 

Harvesting Preferences. 

How We Help

© 2026 Morgan Stanley Smith Barney LLC. Member SIPC.  CRC 5407396 (04/26)



Benefits of Opportunistic Tax Loss Harvesting

Opportunistic tax-loss harvesting allows for more flexibility in managing tax liabilities by capturing losses as they occur, rather than being 

restricted to a fixed schedule.

It enables investors to take advantage of market downturns, which can be unpredictable, to realize losses that can be used to offset 

gains elsewhere in the portfolio.

By systematically capturing losses, investors can improve their after-tax returns, as the tax savings from offsetting gains can be 

reinvested to compound over time.

Outcomes and Lessons

Overall, opportunistic tax-loss harvesting can be a proactive way to help manage an investor’s tax profile—by systematically realizing 

losses in a taxable account to offset realized capital gains, while keeping the portfolio aligned with its strategic allocation.

In Sally’s case, implementing opportunistic tax-loss harvesting alongside portfolio rebalancing helped reduce the net realized gains from 

the rebalancing. Additionally, she was able to trim and diversify out of the concentrated equity positions. 

Importantly, because market drawdowns and dispersion can occur at any point in the calendar year, a year-round, opportunistic 

approach can allow Sally to capture losses as they emerge during periods of volatility, rather than waiting for a traditional year-end tax-

loss harvesting “window.”

Sally’s Investment Approach

In volatile markets, Sally’s Select UMA Tax Managed account is monitored daily for opportunities to harvest tax losses and take 

advantage of dips and dislocations throughout the year, rather than relying only on year-end harvesting.

When volatility creates temporary “loss lots,” the strategy realizes those losses on purpose, reinvests promptly to stay invested, and 

uses the wash sale preserve ion rule to preserve the losses.

The core logic is losses harvested in volatile markets can be used to offset gains created elsewhere in the portfolio (ex., from 

rebalancing and trimming concentrated equity positions), improving after-tax results.
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Benefits of Tax Management Services

Set Gain Limit:

Option to set a customizable capital gain limit on realized gains within individual portfolios to help manage taxes. 

Tax Loss Harvest & Certain Wash Sale Rule Adherence:

Intent to use realized losses to offset realized gains through systematic and opportunistic tax-loss harvesting.

When equity securities are sold, they will only be repurchased at least 31 days after the sale (unless purchased by one 

manager and subsequently sold by another). 

Transition to Target Portfolio:

By actively tax-loss harvesting and using realized losses to offset realized gains on the account, additional equity 

securities can be sold up to the client directed gain limit. Proceeds from the sale can be reinvested into the target 

allocation to slowly transition over time.

COMPETITIVE FEES:

Morgan Stanley’s fractional share trading technology uniquely democratizes SMAs, enabling minimums as low as $5,000 

per sleeve. This lets Sally allocate modestly to niche SMAs (e.g., $50,000 to sustainable energy) without high entry 

barriers, making them viable for core and satellite strategies. SMAs used to be reserved for ultra-high-net-worth clients; 

now, they’re accessible for anyone. Morgan Stanley “zero management fee” SMAs as well. This is cheaper than typical 

ETFs (0.03-0.50% expense ratios) or mutual funds (0.50-1.50%). 
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Disclosures

Any type of continuous or periodic investment plan does not assure a profit and does not preserve  against loss in declining markets. Since such a plan 

involves continuous investment in securities regardless of fluctuating price levels of such securities, the investor should consider their financial ability to 

continue their purchases through periods of low price levels.

The sole purpose of this material is to inform, and it in no way is intended to be an offer or solicitation to purchase or sell any security, other investment 

or service, or to attract any funds or deposits. Investments mentioned may not be appropriate for all clients. Any product discussed herein may be 

purchased only after a client has carefully reviewed the offering memorandum and executed the subscription documents. Morgan Stanley Wealth 

Management has not considered the actual or desired investment objectives, goals, strategies, guidelines, or factual circumstances of any investor in 

any fund(s). Before making any investment, each investor should carefully consider the risks associated with the investment, as discussed in the 

applicable offering memorandum, and make a determination based upon their own particular circumstances, that the investment is in line with their 

investment objectives and risk tolerance.

Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment. Companies paying 

dividends can reduce or stop payouts at any time.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which may create a different type of 

relationship with different obligations to you. Please visit us at http://www.morganstanleyindividual.com or consult with your Financial Advisor to 

understand these differences.

Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency affiliates. 

An investment in an exchange-traded fund involves risks similar to those of investing in a broadly based portfolio of equity securities traded on 

exchange in the relevant securities market, such as market fluctuations caused by such factors as economic and political developments, changes in 

interest rates and perceived trends in stock prices. The investment return and principal value of ETF investments may  fluctuate, so that an investor's 

ETF shares, if or when sold, may be worth more or less than the original cost.

Investing in commodities entails significant risks. Commodity prices may be affected by a variety of factors at any time, including but not limited to, (i) 

changes in supply and demand relationships, (ii) governmental programs and policies, (iii) national and international political and economic events, war 

and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities and related contracts, (vi) pestilence, technological 

change and weather, and (vii) the price volatility of a commodity. In addition, the commodities markets are subject to temporary distortions or other 

disruptions due to various factors, including lack of liquidity, participation of speculators and government intervention.

Alternative investments often are speculative and include a high degree of risk. Investors could lose all or a substantial amount of their investment. 

Alternative investments are appropriate only for eligible, long-term investors who are may ing to forgo liquidity and put capital at risk for an indefinite 

period of time. They may be highly illiquid and can engage in leverage and other speculative practices that may increase the volatility and risk of loss. 

Alternative Investments typically have higher fees than traditional investments. Investors should carefully review and consider potential risks before 

investing.

• Loss of all or a substantial portion of the investment due to leveraging, short-selling, or other speculative practices;

• Lack of liquidity in that there may be no secondary market for a fund;

• Volatility of returns;

• Restrictions on transferring interests in a fund;

• Potential lack of diversification and resulting higher risk due to concentration of trading authority when a single advisor is utilized;

• Absence of information regarding valuations and pricing;

• Complex tax structures and delays in tax reporting;

• Less regulation and higher fees than mutual funds;

• Risks associated with the operations, personnel, and processes of the manager; and

• Risks associated with cybersecurity.

Diversification cannot ensure a profit or preserve  against loss in a declining market. It is a strategy used to help mitigate risk.

As a diversified global financial services firm, Morgan Stanley engages in a broad spectrum of activities including financial advisory services, investment 

management activities, sponsoring and managing private investment funds, engaging in broker-dealer transactions and principal securities, 

commodities and foreign exchange transactions, research publication, and other activities. In the ordinary course of its business, Morgan Stanley 

therefore engages in activities where Morgan Stanley's interests may conflict with the interests of its clients, including the private investment funds it 

manages. Morgan Stanley can give no assurance that conflicts of interest may  be resolved in favor of its clients or any such fund.

Past performance is no guarantee of future results. Actual results may vary. Diversification does not assure a profit or preserve  against loss in a 

declining market.

Alternative investments involve complex tax structures, tax inefficient investing, and delays in distributing important tax information. Individual funds 

have specific risks related to their investment programs that may  vary from fund to fund. Clients should consult their own tax and legal advisors as 

Morgan Stanley Wealth Management does not provide tax or legal advice.

Interests in alternative investment products are only made available pursuant to the terms of the applicable offering memorandum, are distributed by 

Morgan Stanley Smith Barney LLC and certain of its affiliates, and (1) are not FDIC-insured, (2) are not deposits or other obligations of Morgan Stanley 

or any of its affiliates, (3) are not guaranteed by Morgan Stanley and its affiliates, and (4) involve investment risks, including possible loss of principal. 

Morgan Stanley Smith Barney LLC is a registered broker-dealer, not a bank.
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Disclosures

Tax-loss harvesting: IRS rules stipulate that if a security is sold by an investor at a tax loss, the tax loss may  not be currently usable if the investor has 

acquired (or has entered into a contract or option on) the same or substantially identical securities 30 days before or after the sale that generated the 

loss. This so-called "wash sale" rule is applied with respect to all of the investor's transactions across all accounts.

When Morgan Stanley Smith Barney LLC, its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors (collectively, “Morgan 

Stanley”) provide “investment advice” regarding a retirement or welfare benefit plan account, an individual retirement account or a Coverdell education 

savings account (“Retirement Account”), Morgan Stanley is a “fiduciary” as those terms are defined under the Employee Retirement Income Security 

Act of 1974, as amended (“ERISA”), and/ or the Internal Revenue Code of 1986 (the “Code”), as applicable. When Morgan Stanley provides investment 

education, takes orders on an unsolicited basis or otherwise does not provide “investment advice”, Morgan Stanley may  not be considered a “fiduciary” 

under ERISA and/or the Code. For more information regarding Morgan Stanley’s role with respect to a Retirement Account, please visit 

www.morganstanley.com/disclosures/dol.

Tax laws are complex and subject to change. Morgan Stanley does not provide tax or legal advice. Individuals are encouraged to consult their tax and 

legal advisors (a) before teblishing a Retirement Account, and (b) regarding any potential tax, ERISA and related consequences of any investments or 

other transactions made with respect to a Retirement Account.

Morgan Stanley Smith Barney LLC ("Morgan Stanley"), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not provide 

tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax planning and their attorney for matters involving trust 

and estate planning and other legal matters.

Clients may elect Tax Management Services prpfor the account by notifying their Financial Advisor, and indicate what Maximum Tax or Realized Capital 

Gain Instruction is desired for the account, if any. The Tax Management Services Terms and Conditions attached to the Morgan Stanley Smith Barney 

LLC Select UMA ADV brochure as Exhibit A may  govern Tax Management Services in the account. Review the Morgan Stanley Smith Barney LLC 

Select UMA ADV brochure carefully with your tax advisor. Tax Management Services are not available for all accounts or clients and may adversely 

impact account performance. Tax Management Services do not constitute tax advice or a complete tax-sensitive investment management program. 

There is no guarantee that Tax Management Services may  produce the desired tax results.

There is no guarantee that tax-loss harvesting may  achieve any particular tax result.
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