
Tax optimization strategies, particularly systematically deferring capital gains and harvesting 
capital losses, are critical tools for maximizing after-tax wealth over time. Traditionally, these 
strategies have been applied to long-only equity portfolios. At Neuberger Berman, our NB 
Custom Direct Investing (CDI)™ platform enables the creation of tailored portfolios designed to 
address the unique needs of clients across the U.S. and Canada.

For clients with significant tax liabilities that need to be offset, managing taxes across more market exposure may be appropriate. 
One potential solution is to allocate additional cash to the equity portfolio, thereby increasing exposure. Alternatively, utilizing 
leverage by employing both long and short equity positions can amplify overall market exposure while providing additional 
opportunities for tax management. This may be viewed as a more efficient use of capital by investors.

Tax-Managed Long/Short

A long/short investment portfolio takes long positions in securities expected to outperform and short positions in securities 
anticipated to underperform. An example of a long/short portfolio may be structured as 130% long equity and 30% short equity.

The primary objective of a long/short portfolio is to seek improved pre-tax performance; however, potential exists for significant 
after-tax benefits. By combining long and short positions, these strategies create increased opportunities for tax-loss harvesting 
regardless of market direction.

This approach may be particularly suitable for investors with substantial capital gains to offset, such as those preparing for a 
business sale or receiving large private equity distributions, and those looking to renew tax benefits of an appreciated portfolio. 
However, it is important to consider the trade-offs, including higher costs, increased complexity and additional risks from the use 
of leverage.
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The NB CDI™ Approach

Consistent with the approach for long-only NB CDI™ portfolios, the long/short portfolios seek to provide clients the ability to 
implement broad market Core equity exposure or to implement an Active equity model.

When applying long/short extensions for Core equity mandates, we use a quantitative model that provides return forecasts for each 
stock in the universe seeking to increase the expected pre-tax returns of the portfolio. 

If implementing an Active equity portfolio, the long/short extensions will provide leveraged exposure to the active stock picks from the 
underlying portfolio. This means increasing the weight to the underlying model names on the long side, while all short positions will 
consist of names that are not in the underlying active portfolio, so that we avoid shorting names that the active manager selected. 
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Investor Use Cases

The reason to accept the additional market risk and incremental cost often stems from one of the following categories:
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Tax-managed long/short investing offers a potentially powerful tool for addressing significant tax liabilities while seeking to enhance 
both pre-tax and after-tax portfolio performance. While requiring additional risk, complexity and cost, investors facing material tax 
liabilities may benefit from utilizing this as an extension of their wealth management toolkit.
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This material is provided for informational and educational purposes only and nothing herein constitutes investment, legal, accounting or tax advice. This material is 
general in nature and is not directed to any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion 
to engage in or refrain from any investment-related course of action. Investment decisions and the appropriateness of this material should be made based on an 
investor’s individual objectives and circumstances and in consultation with his or her advisors. Information is obtained from sources deemed reliable, but there is no 
representation or warranty as to its accuracy, completeness or reliability. All information is current as of the date of this material and is subject to change without 
notice. The firm, its employees and advisory accounts may hold positions of any companies discussed. Any views or opinions expressed may not reflect those of the 
firm as a whole. Neuberger Berman products and services may not be available in all jurisdictions or to all client types.

This material may include estimates, outlooks, projections and other “forward-looking statements.” Due to a variety of factors, actual events or market behavior may 
differ significantly from any views expressed.

Investing entails risks, including possible loss of principal. Investments in hedge funds and private equity are speculative and involve a higher degree of risk than more 
traditional investments. Investments in hedge funds and private equity are intended for sophisticated investors only. Indexes are unmanaged and are not available for 
direct investment. Past performance is no guarantee of future results.

The use of leverage in involves significant risks that may amplify both gains and losses. The use of leverage may increase the potential for substantial losses during 
adverse market movements, including the risk of losing more than the amount initially invested.

This material is being issued on a limited basis through various global subsidiaries and affiliates of Neuberger Berman Group LLC. Please visit www.nb.com/disclosure-
global-communications for the specific entities and jurisdictional limitations and restrictions.

The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.


