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Harvesting Strategy

3 Critical Tools for This Market Environment
We’ve all been trying to acclimate to our new circumstances. As investors, we also need to adapt to
and innovate in changing market environments. For instance, all future risk management analysis will
have to account for this year’s record pace of market decline. Ditto unprecedented Federal Reserve
intervention amidst record expected
economic declines. One more, but not the
least, is today’s record low bond yields and
interest rates (see chart). 1
Fortunately, investors aren’t starting from
scratch as there are already many tools and
strategies that automatically adapt to
changing market conditions. Here are three:
Indexes automatically adapt. Thirty years
ago, the energy sector was more than double the size of the Tech sector. Today, over 20% of today’s
market capitalization-weighted S&P500 is comprised of 5 dominant tech firms, the FAAAM 2. The oldest
of these is only 45 years young. Each of the FAAAM, except Facebook, has a larger market cap than the
whole beleaguered energy sector put together. The dominance of the S&P500 by tech and
communications also helps explain why it has performed so well of late.
Rebalancing is a strategy that can adapt our portfolios to new investment prices and expected returns
as temporary winning positions are sold and proceeds added to losing positions. New technologies have
facilitated tax-sensitive rebalancing but there can still be a tax cost to consider. Which brings us to our
favorite and most recent development…
A robust Tax Benefit Capture strategy (TBC). Constructing portfolios with multiple ETFs, and swapping
(i.e., simultaneously selling and buying) between similar ETFs when prices fall, can enable tax benefit
capture without reducing investment exposure. A robust TBC program adapts to market conditions,
accelerating, decelerating and/or modifying activities based on the client’s circumstances as well as
liquidity, volatility and cross-sectional correlation information.
It’s clear investors are considering every option when thinking about adapting their portfolios and
strategies to the new environment and market conditions. At Green Harvest, we’re working hard to
offer best-in-class TBC and other strategies as part of our small contribution to get us through the
challenges we are all facing together.
Last, to end on a further optimistic note, sometimes humans adapt to new environments much better
than expected. If you’ve read William Golding’s ‘Lord of the Flies’, then you might enjoy this truer to life
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version of actual English boys stranded on a deserted island. Be forewarned, it’s a calmer tale of
adaptation filled with friendship, loyalty and joy.
Solomon G. Teller, CFA
Chief Investment Strategist
Green Harvest Asset Management

Download Our Latest White Paper: Future Value of Tax Benefits

Market Data Heat Map Summary for week of May 11 – May 15, 2020:
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Areas with Tax Benefit Captures (TBCs) indicates where individual tax-loss harvest trades were executed in each
market exposure across all eligible accounts for period specified. Darker shaded areas contained more TBCs.
Max Drawdown calculated as max decline from interim peak to Intra-Day Low.
Market Data Source: Bloomberg
Market statistics calculated using representative ETFs.
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Disclaimers:
Performance quoted represents past performance, which is no guarantee of future results. Investment
return and principal value will fluctuate, so you may have a gain or loss when the portfolio is liquidated.
Current performance may be higher or lower than that quoted. Performance of an index is not illustrative of
any particular investment. It is not possible to invest directly in an index.
GHAM does not provide tax advice. Although GHAM does not employ a Certified Public Accountant on its
staff, we have, and continue to work with outside accounting firms and outside tax counsel that provide
ongoing guidance and updates on all relevant tax law. Federal, state and local tax laws are subject to
change. GHAM is not responsible for providing clients updates on any changes in tax laws, rules or statutes.
Reasons to harvest capital losses, sources of capital gains and the suggestion that mutual funds distribute
capital gains are for example purposes only and not meant to be tax, estate planning or investment advice
in any form or for any specific client.
All performance and estimates of strategy performance, after tax alpha, after tax alpha opportunities and
other performance figures are derived from data provided from multiple third-party sources. All estimates
were created with the benefit of hindsight and may not be achieved in a live account. The data received by
GHAM is unaudited and its reliability and accuracy is not guaranteed.
The availability of tax alpha is highly dependent upon the initial date and time of investment as well as
market direction and security volatility during the investment period. Tax loss harvesting outcomes may
vary greatly for clients who invest on different days, weeks, months and all other time periods.
All estimates of past returns of broad, narrow, sector, country, regional or other indices do not include the
impact of advisor fees, unless specifically indicated. Past performance and volatility figures should not be
relied upon as an indicator of future performance or volatility.
This material is not intended to be relied upon as legal, investment or tax advice in any form or for any
specific client. The information provided does not take into account the specific objectives, financial situation
or particular needs of any specific person. All investments carry a certain degree of risk, and there is no
assurance that an investment will perform as expected over any period of time.
As a convenience to our readers, this document may contain links to information created and maintained
by third party sites. Please note that we do not endorse any linked sites or their content, and we are not
responsible for the accuracy, timeliness or even the continued availability or existence of this outside
information. While we endeavor to provide links only to those sites that are reputable and safe, we cannot
be held responsible for the information, products or services obtained from such other sites and will not
be liable for any damages arising from your access to such sites.

Green Harvest Asset Management, LLC

888 7th Avenue, 4th Floor
New York, NY 10106
888-79HARVEST

www.greenharvestam.com

