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Why Tax Efficiency Matters

Taxes have always been a reality of investing, but their impact has grown
significantly in recent years. The demand for tax-efficient strategies is
no longer confined to the ultra-wealthy. It spans a wide range of clients
looking to maximize the value of their portfolios. For Financial Advisors,
integrating tax management is an opportunity to address a critical aspect
of client portfolios that is often overlooked. Just consider:

« On average, tax drag costs investors up to 2% of their annual returns.
This leaves a SIM portfolio with $218,994 less over 10 years.

 Even a modest 1% out-performance due to active management has
profound positive effects. This adds $104,622 to a SIM portfolio over
that same 10-year period.’

Tax-managed investments have become an essential component of
modern portfolio management, offering investment advisors a powerful
way to enhance value for their clients, while at the same time, increasing
the opportunity to expand and elevate their prospecting solutions.

This guide explores the following:
* Who benefits from tax-managed solutions.

» Why active portfolio management + active tax management
make sense.

e The unique advantages that the Great Lakes Advisors tax-
managed strategies offer.

As an investment advisor, you understand the increasing demand for
strategies that optimize after-tax returns. Clients want more than market
performance—they expect solutions tailored to their unique financial
situations, particularly when it comes to mitigating tax liabilities.

'Great Lakes Advisors Disciplined Equity Team
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Leveraging Your Time with Tax-Managed Strategies

When advisors recognize the breadth of potential clients and prospects suitable for these strategies, many
look to partner with an experienced investment manager that offers a tangible plan and customized solution
they can use to deliver a beneficial outcome.

Clients most likely to benefit from active tax-managed investments include:
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Clients/Prospects Portfolios that Accounts and Wealthier clients/ Clients/Prospects
with existing, may include positions from prospects in higher with highly
taxable accounts highly-appreciated existing managers federal tax brackets concentrated
that include positions, where the that may not be who also reside in holdings, needing
individual stocks/ realized capital gain available on your a state with a high to expand their
ETFs that are being burden of selling particular platform. tax rate. diversification.
self-directed or prohibits prudent

need professional management.

management.

The GLA Approach to Tax Management
— Active Portfolio Management &
Active Tax Management

Experience

For the past 20+ years and with over $1.2B in tax-managed
strategies, Great Lakes Advisors has delivered these
particular solutions to numerous types of clients — from
large Corporate accounts, to high net worth clients, to
everyday individuals looking for unique strategies.

Alpha Potential

Active tax management does not sacrifice performance
for tax efficiency. By leveraging disciplined stock
selection and systematic processes, it offers the
potential to outperform benchmarks while minimizing
tax drag. This dual focus allows clients to benefit from
both pre-tax and after-tax returns.
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Year-Round Tax Efficiency

Active tax management involves continuous portfolio monitoring. This approach allows advisors to capitalize
on market volatility and align strategies with each client’s evolving tax situation.

For example, in 2020, markets experienced a sharp decline in Q1 before recovering by Q4. Advisors using

active tax-managed strategies harvested losses during the downturn, positioning their clients for better
after-tax returns as the market rebounded.

Transition Management

By carefully evaluating existing holdings, active managers can minimize upfront taxes while positioning
portfolios for long-term growth. Realized gains are capped during the transition, allowing for a more tax-
efficient adjustment process. Holdings are not automatically sold off to simply get to a model or benchmark.

Our Transition Analysis is a valuable tool to share with your client/prospect that demonstrates our solution
on Day 1 of managing their portfolio.

Maximize After-Tax Returns

Our investment approach is rooted in discipline and
tax efficiency. In periods of strong pre-tax returns, we
focus on preserving tax-loss harvesting opportunities
for future use. During periods of lower returns or
market declines, we proactively identify and realize
losses to enhance after-tax performance.

Customization

Individual tax situations, capital gains budgeting,
exclusion requests, stock-specific, industry-specific,
and ESG considerations.

If you would like a customized transition analysis
prepared for your client, please contact us at:

SMA®greatlakesadvisors.com
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Exploring the Tax-Managed Investment Landscape

Not all tax-managed strategies are created equal. Advisors have options to consider, each with distinct
strengths and limitations. The three most recognized strategies are:

Tax-Advantaged ETFs

ETFs are often seen as the most
accessible entry point to tax-
managed investing. Their structure
allows them to avoid passing

on capital gains distributions to
shareholders, meaning taxes are
incurred only when the investor
sells the ETF at a profit.
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Cost-effective and simple to implement

Avoids annual pass-through distributions

Limited ability to customize portfolios for
individual tax needs

Does not allow for tax-loss harvesting at the
security level

Tracks benchmarks while allowing for tax loss harvesting

Provides moderate customization options

Limited transition capability due to tracking error requirements

Direct Indexing
with Tax Overlay

Direct indexing aims to replicate an
index while offering additional tax

Larger, up-front minimum investment and a large number of benefits, such as tax-loss harvesting
holdings to replicate the specific benchmark ’

and customization for factors like
ESG preferences.

Prone to tracking error in less volatile, upward-trending markets

Heavily reliant on cash contributions and charitable donations to

maintain tax efficiency
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— Combines alpha generation with rigorous

. tax management

Active Tax-Managed o 8

Portfolios

Active tax management combines Highly customizable for individual client needs,
the flexibility of direct indexing including tax brackets, cost basis, and restrictions

with the performance potential

of active management. Portfolios . .

are continuously monitored. and I Year-round tax-loss harvesting ensures opportunities
- Y ) ' QDU are not missed due to market timing

securities are strategically replaced

to optimize both pre- and after-tax

outcomes.

= Requires expertise and active oversight, which may
lead to higher fee structures

Comparing the GLA Approach
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The Importance of a Quantitative and Systematic Process in Tax Management

Active tax management involves much more than identifying opportunities for tax-loss harvesting. A
quantitative or systematic process is essential for ensuring that every trade and decision is optimized for
both tax efficiency and investment performance. This level of precision is only possible through robust data
handling expertise and advanced portfolio management systems.

Why a Quantitative Approach Matters

Tax-efficient investing requires meticulous monitoring and strategic adjustments across a wide array of
securities. A systematic process allows the manager to identify opportunities and manage risks in ways that
a manual or less structured approach simply cannot. Here’s why this approach is so vital:

Accurate Monitoring:

Tracks wash sale periods to .
ensure compliance and avoid
unintended tax penalties.

Monitors securities nearing
long-term gain or loss status,
enabling proactive and

informed decision-making. .

i

R e

Tax Optimization:

Incentivizing Sale of “Almost

Long-Term” Losses: Prioritizes
the realization of short-term

losses as they approach long-
term status, maximizing their
tax efficiency.

Penalizing Sale of “Almost
Long-Term” Gains: Avoids
triggering higher tax liabilities by
holding gains until they become
long-term, wherever possible.

Strategic Risk Management:

Actively assesses the risk profile of
up to 3,000 securities to identify
suitable replacement holdings
when a loss is harvested. This
helps ensure that the portfolio
remains aligned with the client’s
overall risk and return objectives.

Avoids being merely
“constructive” in loss-harvesting
by selecting replacement
securities with genuine return
potential rather than focusing
solely on tax considerations.
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Conclusion

Tax-managed investments are no longer a luxury—they are necessary in
today’s tax-conscious investment environment. As clients demand more
tailored solutions, investment advisors can deliver value by integrating
strategies that optimize after-tax outcomes.

While many paths exist to achieving tax efficiency, active tax management
offers the most comprehensive approach. Combining alpha generation,

year-round tax optimization, and unparalleled customization equips
advisors to meet client expectations and distinguish their practice in a
crowded marketplace.

For investment advisors seeking a partner in this space, exploring active
tax management solutions can be the key to delivering exceptional client
outcomes. Contact us today at SMA®@greatlakesadvisors.com to learn
more about how these strategies can support your practice and your
clients’ long-term financial goals.

GREAT LAKES ADVISORS

AWINTRUST WEALTH MANAGEMENT COMPANY
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"WEALTH MANAGEMENT COMPANY

Great Lakes Advisors, LLC (“Great Lakes” or “GLA”) is an investment advisor registered
with the Securities and Exchange Commission under the Investment Advisors

Act of 1940. Established in 1981, Great Lakes is a subsidiary of Wintrust Financial
Corporation and a part of the Wintrust Wealth Management family of companies.
Great Lakes is a distinct business unit with distinct investment processes and
procedures relating to the management and/or trading of investment portfolios for
its clients. On October 1, 2013, majority owned subsidiary Advanced Investment
Partners, LLC (“AIP”) became fully-owned and integrated into Great Lakes. On April

3, 2023, Rothschild & Co Asset Management US Inc. and Rothschild & Co Risk Based
Investments LLC became fully-owned and integrated into Great Lakes.

Great Lakes Advisors, LLC claims compliance with the Global Investment Performance
Standards (GIPS®). GIPS® is a registered trademark of CFA Institute. CFA Institute
does not endorse or promote this organization, nor does it warrant the accuracy or
quality of the content contained herein. Policies for valuing investments, calculating
performance, and preparing GIPS Reports are available upon request. A list of
composite descriptions is available upon request. Great Lakes Advisors, LLC’s fees are
available upon request and may be found in our Form ADV Part 2A. Performance data
quoted herein represents past performance. Past performance does not guarantee or
indicate future results. Returns and net asset value will fluctuate.

Manager commentary represents an assessment of the market environment at

a specific point in time and is not intended to be a forecast of future events, or a
guarantee of future results, and is for illustrative purposes only. This information
should not be relied upon by the reader as research or investment advice. To
determine if this strategy is appropriate and suitable for you, carefully consider the
investment objectives, risk factors, and expenses before investing.

The investment views expressed here are those of Great Lakes Advisors only. Opinions
and estimates offered constitute our judgment and, along with other data, are subject
to change without prior notice as are statements of financial market trends, which are
based on current market conditions. The views expressed are for general information
only and are not intended to provide specific advice or recommendations. The
information contained herein has been obtained from sources believed to be reliable.
GLA does not represent that it is accurate or complete, and it should not be relied on
as such. Actual client portfolios may or may not hold the same securities depending
on the guidelines, restrictions and other factors for the specific portfolio.

Opinions and comments may not reflect those of Great Lakes Advisors, LLC or its
affiliates. Content should not be considered a recommendation or endorsement by
Great Lakes for any product, service or strategy specific to any individual investor’s
needs. Great Lakes is not responsible for third-party posted content. “Likes”,
“Favorites”, shares, similar functionality or content appearing on third party websites
should not be considered an endorsement of Great Lakes’ products or services.

Past performance is not indicative of future results.
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