November 30, 2020

Harvesting Strategy Minute
Where Have All the Hedgers Gone?
It’s often lonely protecting gains at the top. Just before stocks’ September pullback, short
interest among S&P500 constituents was at 15 year lows. Similarly, our own chart, updated
through today, shows that short interest in the big three S&P 500 Exchange Traded Funds
(SPY, IVV and VOO) has fallen to levels last seen at the pre-pandemic market top.1
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Source: Bloomberg. Short interest as % of market cap reflects total short interest at each available date among SPY, IVV and VOO
divided by their total AUM as of each date. S&P 500 is price return.

Is a decline coming? Difficult to say, but managing risk via hedging means giving up some
further upside in order to reduce potential losses from any decline. Stocks are hitting new highs
now, but trends can change quite rapidly, as 2020 has demonstrated over and over. Hedges
can also mitigate the tax and strategy impacts of selling assets and may provide tax benefits
when properly implemented.
Solomon G. Teller, CFA
Chief Investment Strategist
Green Harvest Asset Management
Download Our White Paper: Future Value of Tax Benefits
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Short interest is the number of shares that have been sold short and are still outstanding, i.e. shares borrowed from other investors
and sold into the market to be bought back and replaced at a later date. It is often perceived as an indicator of bearish sentiment.
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Disclaimers:
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.
Tax loss harvesting opportunities exist when the long portfolio has gains and when the short position has
losses. Portfolio losses may result in margin calls from your financial institution, and when you instruct
Green Harvest to sell portfolio assets in response to margin calls, such sales could generate taxable capital
gains. Alternatively, you will be required to add cash to the account in response to margin calls.
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