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PARAMETRIC CUSTOM ACTIVE SEPARATELY MANAGED ACCOUNTS

All investments are subject to the risk of loss. Investment strategies that seek to enhance after-tax performance may be unable to fully realize 
strategic gains or harvest losses due to various factors. Market conditions may limit the ability to generate tax losses. Tax-loss harvesting involves 
the risks that the new investment could perform worse than the original investment and that transaction costs could offset the tax benefit. Also, a 
tax-managed strategy may cause a client portfolio to hold a security in order to achieve more favorable tax treatment or to sell a security in order 
to create tax losses. Prospective investors should consult with a tax or legal advisor before making any investment decision.

Powerful Tax Management 
Through Active Solutions

Parametric Custom Active Separately Managed Accounts 
(SMAs) provide active management with active tax overlay. 
Investors can choose from a broad range of investments and 
gain access to flexibility, personalization, and tax efficiency 
beyond what can be achieved through passive ETFs or 
mutual funds.

MUTUAL FUNDS
  
CUSTOM ACTIVE SMAS

Tax management

	� No capital-loss distributions

	� Possible capital-gains 
distribution passed to client

	� Restrictions on rebalancing 
limited to shares of 
mutual funds

	� Active loss harvesting offsets capital 
gains from other investments

	� Rebalance individual securities 
in a tax-efficient manner

Transitions

	� Fund with cash only 	� Fund with cash

	� Transition existing securities 
in a tax-efficient manner

Customization

	� Exposure available without 
customization

	� Can include responsible investing 
guidelines

Charitable giving
	� Restrictions on gifting  

limited to entire shares 
of mutual funds

	� Gift individual securities

	� Raise or withdraw cash 
in a tax-efficient manner
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A custom active separately managed account strategy 
(SMA) may benefit investors who want access to:

Investor Profile

For illustrative purposes only.
There is no assurance that investment objectives will be achieved. Investment strategies that seek to enhance after-tax performance may be unable to fully realize 
strategic gains or harvest losses due to various factors. Market conditions may limit the ability to generate tax losses. Tax-loss harvesting involves the risks that 
the new investment could perform worse than the original investment and that transaction costs could offset the tax benefit. Also, a tax-managed strategy may 
cause a client portfolio to hold a security in order to achieve more favorable tax treatment or to sell a security in order to create tax losses. Prospective investors 
should consult with a tax or legal advisor before making any investment decision.

REDUCE TAX BURDEN
Reduce the tax impact of turnover 
and manager rebalancing.

MITIGATE CONCENTRATION RISK
Diversify a concentrated portfolio over time 
while offsetting tax liability.

PERSONALIZED EXPOSURE 
We can incorporate tax status, restricted securities, 
concentrated positions, social restrictions, anticipated 
cash flows, and other characteristics into portfolio 
construction.

TAILORED TRANSITIONS

Tax-efficiently fund an investment with in-kind securities.

ESTATE AND LEGACY PLANNING  

Tax deferral can aid future estate and legacy planning.

COMPREHENSIVE REPORTING

Access to account level data for portfolios of any size 
or complexity including monthly pre- and after-tax 
performance, realized and unrealized gains and losses, 
tracking error and more.
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Step 2: Customize the portfolio
Select from a wide range of customization options, in-kind funding 
and responsible investing.

Step 3: Active tax management from Parametric
Once you’ve designed and customized your portfolio, Parametric’s 
proprietary optimization process continuously manages for risk- and 
tax-management opportunities.

1. �Bullpen securities are research-covered stocks provided by the portfolio management team to be used for tax-management and risk-control purposes. An 
environmental, social and governance (“ESG”) or “responsible investing” strategy limits the types and number of investment opportunities available to the investor 
and, as a result, the investor’s portfolio may underperform other investment strategies that do not have an ESG focus. The ESG investment strategy may result in 
investments in securities or industry sectors that underperform the market as a whole or underperform other strategies which apply ESG standards. An issuer’s 
ESG performance or the investment adviser’s assessment of such performance may change over time, which could cause the investor to temporarily hold securities 
that do not comply with the investor’s responsible investment criteria. In evaluating an investment, the investment adviser is dependent upon information and data 
that may be incomplete, inaccurate or unavailable, which could adversely affect the analysis of the ESG factors relevant to a particular investment. Successful 
application of the investor’s responsible investment strategy will depend on the investment adviser’s skill in properly identifying and analyzing material ESG issues. 

Design Custom Active SMAs 
in three easy steps:

Step 1: Choose a strategy
Our active SMA strategies seek to deliver long-term outperformance 
compared with market benchmarks.

Parametric’s considerable tax-management experience spans more than 
30 years. We’re committed to creating unique portfolios with client-
designed exposure and continuous tax management. 

CUSTOMIZATION CAPABILITIES INCLUDE:

	� Individual security screens 
	� Industry/sector restrictions
	� Values-based screens

TAX-MANAGEMENT TECHNIQUES INCLUDE:

	� Tax-efficient in-kind funding 
	� Trigger-based tax-loss harvesting (may include partial 

replacement of model securities with bullpen securities1) 
	� Capital-gain deferral
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Custom Active SMAs offer two approaches to portfolio construction. 

PARAMETRIC CUSTOM ACTIVE SEPARATELY MANAGED ACCOUNTS

For illustrative purposes only. The bullpen approach will vary by investment manager.

Portfolio Construction

Custom Active Portfolio 

Custom Active Portfolio 

EXTENDED UNIVERSE BULLPEN APPROACH 

CORE MODEL APPROACH 

Sample 
Manager SMA

(Core Model)

Sample 
Manager SMA

(Core Model)

Extended 
Universe 
(Bullpen)

	� Stocks outside of the core model are available for tax-loss harvesting 
	� Proceeds from tax-loss harvesting can be placed into other core model names, or into the extended universe also 

referred to as the bullpen
	� Approved for use in limited weights (up to 50 basis points per position) for risk- and tax-management purposes
	� The potential benefit of implementing this approach is seen when funding accounts securities in-kind as additional 

names are used to tax-efficiently transition

	� Stocks within the core model are used for tax-loss harvesting 
	� Proceeds from tax-loss harvesting will solely be placed into other core model names
	� The potential benefit to implementing a core model approach is tighter tracking error when compared to other 

methods of investing proceeds from tax-loss harvesting
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TITLE

Title Line 1
Title Line 2

Body Head
Lorem ipsum dolor sit amet, consectetur adipiscing elit, sed 
do eiusmod tempor incididunt ut labore et dolore magna 
aliqua. Ut enim ad minim veniam, quis nostrud exercitation 
ullamco laboris nisi ut aliquip ex ea commodo consequat. 
Lorem ipsum dolor sit amet, consectetur adipiscing elit, sed 
do eiusmod tempor incididunt ut labore et dolore magna 
aliqua. Ut enim ad minim veniam, quis nostrud exercitation 
ullamco laboris nisi ut aliquip ex ea commodo consequat. 
Lorem ipsum dolor sit amet, consectetur adipiscing elit, sed 
do eiusmod tempor incididunt ut labore et dolore magna 
aliqua. Ut enim ad minim veniam, quis nostrud exercitation 
ullamco laboris nisi ut aliquip ex ea commodo consequat.

BODY SUBHEAD LINE 1  
BODY SUBHEAD LINE 2

Lorem ipsum dolor sit amet, consectetur adipiscing elit, sed do 
eiusmod tempor incididunt ut labore et dolore magna aliqua. 
Ut enim ad minim veniam, quis nostrud exercitation ullamco 
laboris nisi ut aliquip ex ea commodo consequat. Lorem ipsum 

dolor sit amet, consectetur adipiscing elit, sed do eiusmod 
tempor incididunt ut labore et dolore magna aliqua. Ut enim 
ad minim veniam, quis nostrud exercitation ullamco laboris nisi 
ut aliquip ex ea commodo consequat. 

	� Lorem ipsum dolor sit amet, consectetur adipiscing elit, 
sed do eiusmod tempor incididunt ut labore et dolore 
magna aliqua. 

	� Lorem ipsum dolor sit amet, consectetur adipiscing elit.
	� Lorem ipsum dolor sit amet, consectetur adipiscing elit.

–	Lorem ipsum dolor sit amet.

–	Lorem ipsum dolor sit amet.

Lorem ipsum dolor sit amet, consectetur adipiscing elit, sed do 
eiusmod tempor incididunt ut labore et dolore magna aliqua. 
Ut enim ad minim veniam, quis nostrud exercitation ullamco 
laboris nisi ut aliquip ex ea commodo consequat. Lorem ipsum 
dolor sit amet, consectetur adipiscing elit, sed do eiusmod 
tempor incididunt ut labore et dolore magna aliqua.

DISPLAY 4 
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Tax Management
Parametric measures target weights at the security, sector, country and risk-factor levels. Weights can change for several 
reasons: changes to indexes or risk models, additions of cash to the portfolio and actions at the individual company level, 
just to name a few. We sell to the upper bound if a position has gained and sell to the lower bound if a position has lost. 
Both types of trades seek to reduce risk relative to the target, and each seeks to create a tax benefit that allows you to 
realize gains later or realize losses now.

Portfolio Optimization Process

There is no assurance that investment objectives will be achieved. Investment strategies that seek to enhance after-tax performance may be unable to fully realize 
strategic gains or harvest losses due to various factors. Market conditions may limit the ability to generate tax losses. Tax-loss harvesting involves the risks that 
the new investment could perform worse than the original investment and that transaction costs could offset the tax benefit. Also, a tax-managed strategy may 
cause a client portfolio to hold a security in order to achieve more favorable tax treatment or to sell a security in order to create tax losses. Prospective investors 
should consult with a tax or legal advisor before making any investment decision.

Portfolios are systematically optimized for risk- and tax-management opportunities.

1. 	 Portfolios constructed to deliver investment-manager-specified exposure 
We seek to outperform the model portfolio on an after-tax basis 
through active tax management

2. 	Identify securities held at a loss 
Sell shares of company B to realize a loss. The portfolio weight to 
company B’s industry may now be underweight relative to the model.

3. 	Select replacement securities 
Buy shares of company A to replace company B. The portfolio weight 
to the industry stays close to the model.

4. 	Manage sector, industry and security biases  
Continue to seek performance in line with the model’s exposure.

Active Tax 
Management 

Process

RISK BOUNDS:
	� Target weights are measured at the security, sector, country, and risk-factor levels 
	� Weights can drift outside of risk bounds because of index reconstitution, risk-model 

updates, corporate actions, cash flows and sampling procedures

IF A STOCK IS OUTSIDE OF RISK BOUNDS, WE SELL:
	� To the upper bound if the position is at a gain
	� To the lower bound if the position is at a loss

BENEFITS:
	� Both trades seek to reduce risk relative to the target
	� Both trades seek to create a tax benefit by deferring the realization of 

capital gains or accelerating the realization of losses

CURRENT POSITION 4.0%

UPPER BOUND 3.5%

TARGET WEIGHT 3.0%

LOWER BOUND 2.5%
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For illustrative purposes only.
There is no assurance that investment objectives will be achieved. Investment strategies that seek to enhance after-tax performance may be unable to fully realize 
strategic gains or harvest losses due to various factors. Market conditions may limit the ability to generate tax losses. Tax-loss harvesting involves the risks that 
the new investment could perform worse than the original investment and that transaction costs could offset the tax benefit. Also, a tax-managed strategy may 
cause a client portfolio to hold a security in order to achieve more favorable tax treatment or to sell a security in order to create tax losses. Prospective investors 
should consult with a tax or legal advisor before making any investment decision.
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Access to reports when and where you need them, 
for portfolios of any size or complexity. 

Comprehensive Reporting 

SOME REPORTING EXAMPLES INCLUDE: 

Pretax and post-tax 
performance

Tracking errorRealized and unrealized 
gains and losses



IMPORTANT INFORMATION
Risk Considerations 
Investment strategies that seek to enhance after-tax performance may be unable 
to fully realize strategic gains or harvest losses due to various factors. Market 
conditions may limit the ability to generate tax losses. Tax-loss harvesting 
involves the risks that the new investment could perform worse than the original 
investment and that transaction costs could offset the tax benefit. Also, a tax-
managed strategy may cause a client portfolio to hold a security in order to achieve 
more favorable tax treatment or to sell a security in order to create tax losses.
There is no assurance that a separately managed account (SMA) will achieve its 
investment objective. SMAs are subject to market risk, which is the possibility 
that the market values of the securities in an account will decline and that the 
value of the securities may therefore be less than what you paid for them. Market 
values can change daily due to economic and other events (natural disasters, 
health crises, terrorism, conflicts, social unrest, etc.) that affect markets, countries, 
companies, or governments. It is difficult to predict the timing, duration, and 
potential adverse effects (portfolio liquidity, etc.) of events. Accordingly, you 
can lose money investing in an SMA.
An environmental, social and governance (ESG) investment strategy limits 
the types and number of investment opportunities available to the investor, 
and, as a result, the investor’s portfolio may underperform other investment 
strategies that do not have an ESG focus. The ESG investment strategy may 
result in investments in securities or industry sectors that underperform the 
market as a whole or underperform other strategies that apply ESG standards. 
An issuer’s ESG performance or the investment adviser’s assessment of such 
performance may change over time, which could cause the investor to temporarily 
hold securities that do not comply with the investor’s responsible investment 
criteria. In evaluating an investment, the investment adviser is dependent upon 
information and data that may be incomplete, inaccurate, or unavailable, which 
could adversely affect the analysis of the ESG factors relevant to a particular 
investment. Successful application of the investor’s responsible investment 
strategy will depend on the investment adviser’s skill in properly identifying and 
analyzing material ESG issues.
There is no guarantee that any investment strategy will work under all market 
conditions, and each investor should evaluate their ability to invest for the long-
term, especially during periods of downturn in the market. 
A separately managed account may not be appropriate for all investors. 
Separate accounts managed according to the Strategy include a number of 
securities and will not necessarily track the performance of any index. Please 
consider the investment objectives, risks and fees of the Strategy carefully 
before investing. A minimum asset level is required. 
For important information about the investment managers, please refer to 
Form ADV Part 2.
The views and opinions and/or analysis expressed are those of the author or the 
investment team as of the date of preparation of this material and are subject 
to change at any time without notice due to market or economic conditions and 
may not necessarily come to pass. Furthermore, the views will not be updated 
or otherwise revised to reflect information that subsequently becomes available 
or circumstances existing, or changes occurring, after the date of publication. 
The views expressed do not reflect the opinions of all investment personnel 
at Morgan Stanley Investment Management (MSIM) and its subsidiaries and 
affiliates (collectively “the Firm”), and may not be reflected in all the strategies 
and products that the Firm offers. 
This material has been prepared on the basis of publicly available information, 
internally developed data and other third-party sources believed to be reliable. 
However, no assurances are provided regarding the reliability of such information 
and the Firm has not sought to independently verify information taken from 
public and third-party sources.
This material is a general communication, which is not impartial, and all information 
provided has been prepared solely for informational and educational purposes and 
does not constitute an offer or a recommendation to buy or sell any particular 
security or to adopt any specific investment strategy. The information herein has 

not been based on a consideration of any individual investor circumstances and is 
not investment advice, nor should it be construed in any way as tax, accounting, 
legal or regulatory advice. To that end, investors should seek independent legal 
and financial advice, including advice as to tax consequences, before making any 
investment decision.
The Firm does not provide tax advice. The tax information contained herein is 
general and is not exhaustive by nature. It was not intended or written to be used, 
and it cannot be used by any taxpayer, for the purpose of avoiding penalties that 
may be imposed on the taxpayer.  Each Jurisdiction tax laws are complex and 
constantly changing. You should always consult your own legal or tax professional 
for information concerning your individual situation.
The Firm has not authorized financial intermediaries to use and to distribute this 
material, unless such use and distribution is made in accordance with applicable 
law and regulation. Additionally, financial intermediaries are required to satisfy 
themselves that the information in this material is appropriate for any person 
to whom they provide this material in view of that person’s circumstances and 
purpose. The Firm shall not be liable for, and accepts no liability for, the use or 
misuse of this material by any such financial intermediary. 
This material may be translated into other languages. Where such a translation 
is made, this English version remains definitive. If there are any discrepancies 
between the English version and any version of this material in another language, 
the English version shall prevail.
The whole or any part of this material may not be directly or indirectly reproduced, 
copied, modified, used to create a derivative work, performed, displayed, published, 
posted, licensed, framed, distributed or transmitted or any of its contents disclosed 
to third parties without the Firm’s  express written consent. This material may 
not be linked to unless such hyperlink is for personal and non-commercial use. 
All information contained herein is proprietary and is protected under copyright 
and other applicable law.
Parametric, Parametric and Calvert are part of Morgan Stanley Investment 
Management.  Morgan Stanley Investment Management is the asset management 
division of Morgan Stanley. 
Distribution
This material is only intended for and will only be distributed to persons resident 
in jurisdictions where such distribution or availability would not be contrary to 
local laws or regulations. 
MSIM, the asset management division of Morgan Stanley (NYSE: MS), and 
its affiliates have arrangements in place to market each other’s products and 
services.  Each MSIM affiliate is regulated as appropriate in the jurisdiction it 
operates. MSIM’s affiliates are: Parametric Management (International) Limited, 
Parametric Advisers International Ltd, Calvert Research and Management, 
Parametric Management, Parametric Portfolio Associates LLC, and Atlanta 
Capital Management LLC. 
This material has been issued by any one or more of the following entities: U.S.

NOT FDIC INSURED | OFFER NO BANK GUARANTEE | MAY LOSE VALUE | 
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY | NOT A DEPOSIT
All contents ©2025 Parametric Portfolio Associates LLC. All rights reserved. 
Parametric Portfolio Associates®, Parametric with the triangle logo, DeltaShift®, 
Custom Core®, and Make passive investing personal® are trademarks registered 
in the U.S. Patent and Trademark Office.
Parametric is located at 800 Fifth Avenue, Suite 2800, Seattle, WA 98104. 
For more information regarding Parametric and its investment strategies, or 
to request a copy of the firm’s Form ADV or a list of composites, contact us at 
206-694-5500 or visit www.parametricportfolio.com.

Parametric, a Leader in Tax-Managed Investing
Parametric is a pioneer in tax-managed overlay. Our algorithm, processes and technology have been refined over three decades. 
We have considerable experience in executing thousands of transitions and managing complex portfolios through multiple market 
cycles and high-volatility events.

For more information:
INVESTORS: Contact your Financial Advisor. 
ADVISORS: Contact your dedicated representative at 1 800 836 2414.
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