
Unexpected gain realizations

While holding commingled vehicles, investors 
can receive capital gains due to the actions of 
other investors

Control your tax experience

Investing in a custom SMA allows for  
personalized loss harvesting, gain deferral  
and charitable gifting

Increased market uncertainty

A changing economic landscape, driven by 
interest rates and inflation concerns, has 
increased market uncertainty

Capitalize on volatility

Year-round loss harvesting to offset outside 
capital gains, seeking to maximize client 
after-tax wealth

Complex client objectives

$84tn is anticipated to move between  
generations by 20456; those inheriting  
assets may have unique investment goals

Scalable personalization

Tailor portfolios to client tax liabilities, personal 
values, stock concentrations, and desired asset 
allocation

EVOLUTION OF INVESTMENT VEHICLES

Unlike mutual funds or ETFs, directly holding individual securities in an SMA gives investors greater control to harvest losses and defer 
capital gains at the individual tax lot level, seeking to deliver better after-tax outcomes for clients.

The hypothetical 5.8% delta in after-tax experience between mutual funds and custom SMAs in the example above could mean the 
difference between a top percentile strategy and a 5th lowest percentile strategy in the Morningstar US Large Cap Blend category. For 
a $1 million portfolio, compounded over 20 years, investment in a custom SMA can equate to $7.7 million in added after-tax performance.5

NB CDITM custom separately managed accounts (SMAs) hold individual stocks in a client’s name and can 
be tailored to the client’s specific investment objectives, personal values and tax profile.

MUTUAL FUNDS
1940s to Present

-2.7%
Average annual tax cost in the Morning-

star U.S. Large Cap Blend category2

Capital gains are likely and driven by  
other investor activity1

Illustrative Example:

ETFs
2000s to Present

0.0%
Annual tax cost3 

Capital gains are unlikely, but no ability to 
pass through losses

NB CDITM SMAs
2020 to Present

+3.1%
Realized average annual tax alpha in  

NB CDITM U.S. Large Cap Blend strategies4

Ability to pass through losses on  
individual tax lots

Source: Morningstar, Neuberger Berman. As of June 30, 2023.
1 Cost basis is commingled with other investors and trading/redemptions can cause securities to be sold at a capital gain, after offsetting capital losses, which is then passed through 
to all investors.
2  Average annual tax cost, which is calculated as the difference between after-tax and pre-tax returns within the Morningstar U.S. Large Cap Blend category over the last 10 years. 

The U.S. Large Cap Blend category was selected because it is the largest Morningstar category by AUM.
3 ETFs typically avoid gain realization due to the favorable security creation/redemption process of ETFs, resulting in zero impact on taxes.
4  Average annual tax benefit, also referred to as “Tax Alpha” is calculated as the weighted average net after-tax composite excess returns minus net pre-tax composite excess 

returns. Excess returns are composite returns minus benchmark returns across NB CDI US Large Cap Blend strategies since inception in 2020 using highest state and federal taxes 
or all underlying composite accounts. All accounts in the composite(s) are managed according to a similar investment mandate, objective, or strategy. Expectation of 1 – 2% tax 
alpha annualized for core strategies and 3+% for active strategies. 

5  The difference in hypothetical growth of two $1mm portfolios (one invested in a mutual fund and one a custom SMA) assuming the S&P 500 annualized net return of 10.04% over 
the past 20 years, adjusted for annual tax cost of 2.7% and tax benefit of 3.1%. Pre-liquidation.

6 Cerulli, January 2022.

WHY USE CUSTOM SMAs NOW?

Neuberger Berman Custom Direct Investing (NB CDI)TM



NB CDITM INVESTOR BENEFITS

NB CDITM REPORTING CAPABILITIES

WHO ARE NB CDI SMAsTM FOR? WHY NB CDITM?

INVESTORS WHO:
•  Are in high tax brackets and/or have meaningful tax liabilities

•  Hold appreciated stocks and are looking to make a change 

•  Own a concentrated stock position

•  Want to align their investments with personal values 

•  Full suite of 40+ core, active and factor strategies available

•  Real-time access to holdings and after-tax performance through  
digital portal

•  Frequent portfolio rebalancing to manage individual tax liabilities

•  More ways to customize across personal values, factor tilts,  
industry restrictions, etc.

All data as of June 30, 2023 unless otherwise noted. 
This material is intended as a broad overview of the portfolio managers’ current style, philosophy and process. 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. Neuberger Berman is not providing this material in a fiduciary capacity and has a financial interest in the sale of its products and services. 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. This material is 
presented solely for informational purposes and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No 
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. It should not be assumed that any investments in securities, 
companies, sectors or markets identified and described were or will be profitable. 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. Any views or opinions expressed may 
not reflect those of the firm as a whole. Third-party economic or market estimates discussed herein may or may not be realized and no opinion or representation is being given 
regarding such estimates. Certain products and services may not be available in all jurisdictions or to all client types. Unless otherwise indicated, returns shown reflect reinvestment 
of dividends and distributions. Indexes are unmanaged and are not available for direct investment. The use of tools cannot guarantee performance. Diversification does not 
guarantee profit or protect against loss in declining markets. Investing entails risks, including possible loss of principal. Past performance is no guarantee of future results. 
The consideration of wash sales pursuant to Internal Revenue Code 1091 in this account is limited to any activity and/or ownership in the client account only, and does not consider 
any ownership (either by the client or a related party) or transactions that may occur in other accounts whether held at Neuberger Berman or elsewhere. Neuberger Berman does 
not provide legal or tax advice. Investors should consult with their tax advisor. 
Principles for Responsible Investment (PRI) 2020 Leaders’ Group: The year 2020 represents the first year that asset managers became eligible for PRI Leader designation, which 
formerly included asset owners only. The new designation was awarded to only 20 of the 2100+ investment manager PRI signatories. The Leaders’ Group showcases signatories at 
the cutting edge of responsible investment, and highlights trends in what they are doing. PRI uses signatories’ reporting responses and assessment data to identify those that are 
doing excellent work in responsible investment – across their organizations and with a focus on a given theme each year. The 2020 theme is climate reporting. Information about 
PRI Leader is sourced entirely from PRI and Neuberger Berman makes no representations, warranties or opinions based on that information.
Neuberger Berman Investment Advisers LLC (“NBIA”) and Neuberger Berman Canada ULC (“NB Canada”) are registered investment advisers. For additional information and 
required disclosure regarding the advisory services provided by NBIA and NB Canada, please see NBIA’s Form ADV Part 2A at www.nb.com/en/us/regulatory-disclosures/adv-part-
2a-nbia and Form CRS at www.nb.com/en/us/regulatory-disclosures/form-crs-nbia-nbbd and NB Canada’s Form ADV Part 2A at https://www.nb.com/en/us/regulatory-disclosures/
form-adv-part-2a-canada-ulc and Form CRS at https://www.nb.com/en/us/regulatory-disclosures/form-crs-nbc. For additional information and required disclosure regarding the 
brokerage services provided by NBBD, please see NBBD’s Regulation Best Interest Disclosure Statement at www.nb.com/en/us/regulatory-disclosures/reg-bi-disclosure-nbbd (which 
also includes NBBD fiduciary recommendation disclosure for retirement clients) and Form CRS at www.nb.com/en/us/regulatory-disclosures/form-crs-nbia-nbbd.
For Use by Financial Intermediaries: Neuberger Berman Investment Advisers LLC (“Neuberger Berman”) is not acting as an investment adviser, broker or in any fiduciary 
capacity to any third-party individual client accessing a NB CDI account through a third-party financial intermediary (“financial intermediary”) and makes no recommendation as to 
the products or services herein. Neuberger Berman does not have, nor expects to receive, information regarding your individual financial situation, investment needs or objectives. 
As such, these materials are intended to be used only by a financial adviser. These materials may, at a financial intermediary’s discretion, be used by a financial intermediary’s 
financial adviser for discussion purposes with a financial intermediary’s client but may not otherwise be provided directly to a financial intermediary’s client. To the extent a financial 
intermediary chooses to disseminate this material to program participants, Neuberger Berman and its affiliates assume no responsibility for compliance with any laws and rules 
associated with such further dissemination. Neither Neuberger Berman nor its employees provide investment, suitability, tax or legal advice to a financial intermediary’s clients. 
Receipt of this material by a financial intermediary’s client does not establish any relationship between such client and Neuberger Berman and its affiliates.

Monthly After-Tax  
Reporting

FIRM ASSETS

Household  
After-Tax Reporting

EXPERTISE

In-Kind Transition 
Analysis

DEPTH

Charitable Gifting 
Analysis

ALIGNMENT

Personal Values  
Screens

ESG LEADERSHIP

After-tax returns using  
federal and state client-

specific tax rates

under management

Wash sale coordination  
and consolidated  

after-tax reporting

investors across  
18 management centers

Analyze the tax/risk impact  
of transitioning assets  

in-kind

employees across  
39 cities globally

Optimization-based  
selection of appreciated 

securities

independent,  
employee-owned

Transparent detail of how 
your personal values are 

implemented

$443bn 600+ 2,700+ 100%

THE NB CDITM PLATFORM LEVERAGES BROAD FIRM-LEVEL RESOURCES
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