
Invest for after-tax returns
Don’t bank on pre-tax returns. 
Use our “Fill First” approach to maximize after-tax returns.

As you build portfolios, don’t let taxes take a back seat to risk and cost considerations. Taxes can be a big drag 

on your returns, so work with your advisor to structure your accounts for what really matters – after-tax returns. 

Use BlackRock’s “Fill First” framework to help you get started.

Notes: In certain cases, there may be opportunities to tax optimize with certain accounts (e.g. Roth IRAs).

* Assumes bonds are part of a long-term asset allocation strategy and are not needed for current income. † For taxable accounts, also consider tax-managed SMAs for clients with large unrealized capital gains.

Setting the stage
Take a total view across your investment accounts. Remember, money 

is money, no matter where it sits, so make sure your IRA and taxable 

accounts work together towards a common goal. Let’s start with two 

guiding principles that can help maximize your after-tax returns.

Investor profile
Next, let’s introduce a hypothetical investor with assets spread across 

IRAs and taxable accounts. 

How should the investor fill the buckets?

Rule #1 —
Bonds

Fill your IRA with taxable 
bonds, like corporates, 
before owning any bonds 
in your taxable accounts.*

Rule #2 —
Equities

Anchor your taxable 
account with buy-and-
hold equity ETFs.†
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* Assumes bonds are part of a long-term asset allocation strategy and are not needed for current income. † For taxable accounts, also consider tax-managed SMAs for clients with large unrealized capital gains.

1 Source: BlackRock as of 12/31/22, ICE BofA 5-10 Year US Corporate Index. 2 Source: BlackRock, as of 12/31/22, ICE BofA Municipals 5-10 Yrs Index. . 3  It is not possible to invest directly in an index. Index performance 
provided is not representative of any specific product. 4  Source: BlackRock as of 12/31/22; Morningstar, average of years 2018-2022 as of 12/31/22. Number of funds includes all funds that incepted on or before 10/31 of 
each year, and excludes any funds that closed on or before 12/01 of each year. Past distributions not indicative of future distributions. Transactions in shares of ETFs will result in brokerage commissions and will generate tax 
consequences. All regulated investment companies are obliged to distribute portfolio gains to shareholders. 
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ETFs and IRAs
Equity ETFs are also well suited for 
IRAs, so it’s a matter of preference —
but if you seek outperformance with 
mutual funds, consider overweighting 
them in your IRA.

Did you know?
No iShares U.S. style box 
ETFs have paid a capital 
gain over the past five 
years.4
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Talk to your advisor about re-positioning your portfolio for after-tax returns. 

“Fill First” in three steps — seek to maximize after-tax returns.

Step 2: 
Fill taxable accounts with ETFs.
Anchor your taxable account with buy-

and-hold equity ETFs.†

Step 3: 
Overweight mutual funds in IRAs.
Give your active equity managers a better 

chance to shine in the absence of capital 

gains taxes.  

Step 1: 
Fill IRAs with bonds.
Fill your IRA with taxable bonds that seek 

higher yields where you can defer taxes.* 

If you need more bonds than your IRA can 

hold, complete your fixed income allocation 

in your taxable account. 
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This material is provided for educational purposes only and does not constitute investment advice. This
material is not intended to be relied upon as a forecast, research or investment advice, and is not a
recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The
opinions expressed are as of 12/31/22, and may change as subsequent conditions vary. The information
and opinions contained in this material are derived from proprietary and nonproprietary sources deemed by
BlackRock to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. Past
performance is no guarantee of future results. There is no guarantee that any forecasts made will come
to pass. Reliance upon information in this material is at the sole discretion of the reader.

The information contained herein is based on current tax laws, which may change in the future. BlackRock
cannot be held responsible for any direct or incidental loss resulting from applying any of the information
provided in this publication or from any other source mentioned. The information provided in this material
does not constitute any specific legal, tax or accounting advice. Please consult with qualified professionals
for this type of advice.

Important Risks: Asset allocation strategies do not assure profit and do not protect against loss. Mutual funds
are actively managed and their characteristics will vary. These mutual funds may invest significantly in equity
and/or fixed income mutual funds (“underlying funds”) and affiliated and unaffiliated ETFs. As such, it is
subject to the risks associated with the underlying funds in which they invest. Stock and bond values fluctuate
in price so the value of your investment can go down depending on market conditions. International investing
involves special risks including, but not limited to political risks, currency fluctuations, illiquidity and volatility.
These risks may be heightened for investments in emerging markets. Fixed income risks include interest- rate
and credit risk. Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk
refers to the possibility that the bond issuer will not be able to make principal and interest payments. Principal
of mortgage- or asset-backed securities normally may be prepaid at anytime, reducing the yield and market
value of those securities. Obligations of U.S. gov’t agencies are supported by varying degrees of credit but
generally are not backed by the full faith and credit of the U.S. gov’t. Non-diversification of investments means

that more assets are potentially invested in fewer securities than if investments were diversified, so risk is
increased because each investment has a greater effect on performance. These funds may use derivatives to
hedge its investments or to seek to enhance returns. Derivatives entail risks relating to liquidity, leverage and
credit that may reduce returns and increase volatility. Noninvestment- grade debt securities (high-yield/junk
bonds) may be subject to greater market fluctuations, risk of default or loss of income and principal than
higher-rated securities. Short selling entails special risks. If the funds make short sales in securities that
increase in value, the funds will lose value. Any loss on short positions may or may not be offset by investing
short-sale proceed sin other investments. There can be no assurance that performance will be enhanced or
risk will be reduced for funds that seek to provide exposure to certain quantitative investment characteristics
(“factors”). Exposure to such investment factors may detract from performance in some market environments,
perhaps for extended periods. In such circumstances, a fund may seek to maintain exposure to the targeted
investment factors and not adjust to target different factors, which could result in losses.

Carefully consider the iShares Funds' investment objectives, risk factors, and charges and
expenses before investing. This and other information can be found in the Funds'
prospectuses or, if available, the summary prospectuses which may be obtained by visiting
www.iShares.com or www.blackrock.com. Read the prospectus carefully before investing

Investing involves risk, including possible loss of principal.

©2023 BlackRock, Inc. or its affiliates. All Rights Reserved. BLACKROCK and iSHARES are trademarks of 
BlackRock, Inc. or its affiliates..All other trademarks are those of their respective owners.

Prepared by BlackRock Investments, LLC, member FINRA.

Not FDIC Insured • May Lose Value • No Bank Guarantee
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http://www.ishares.com/
http://www.blackrock.com/

