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Introduction

Goal: To Decrease or Permanently Eliminate Tax Liabilities
Tax loss harvesting with municipal bonds can help decrease or permanently eliminate tax liabilities investors have 
realized from capital gains in other portions of their overall investment portfolio. Using a systematic tax loss 
harvesting process, investors are able to sell securities that have depreciated in value and thereby realize losses that 
can be used to net out realized gains.

Unlike tax loss harvesting in other asset classes — such as equities — where the realization of losses is accelerated 
and the realization of gains is postponed, tax loss harvesting in municipal bond portfolios can create a permanent 
capital loss, assuming that replacement bonds purchased are held to maturity.

Gurtin’s Differentiated Approach
We believe Gurtin’s year-round method of tax loss harvesting, combined with our ability to block together CUSIPs 
across accounts to optimize liquidity upon sale, differentiates our award-winning approach to municipal tax loss 
harvesting.1
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$1.27 million  
in state and federal taxes 

offset

$110 million  
in total par sold 

in 2018

688 bond sales  
for tax loss harvesting  

purposes

1 Gurtin was recognized by the WealthManagement.com 2019 Industry Awards in the Asset Manager: Fixed Income category in recognition 
of our tax loss harvesting process.  
Past performance is not a guarantee of future results. Information provided is current as of the date published and is subject to change 
without notice to you. Amounts, thresholds and allowances are subject to annual IRS adjustments. Gurtin does not provide tax advice.  
Please consult your tax and/or legal counsel for specific tax or legal questions and concerns. Refer to disclosures for more information. 



Rather than only harvesting losses at the end of the calendar year, our 
process actively identifies securities eligible for tax loss harvesting on an 
ongoing basis. Through this approach, we seek to take advantage of loss 
harvesting opportunities that are otherwise created and quickly erased by 
fleeting periods of rising interest rates.

By taking into account all client accounts opted into our tax loss harvesting 
process and blocking together eligible securities to sell, we endeavor to 
achieve best execution and minimize transaction costs. This block trading 
strategy offers greater liquidity to ensure that all portfolios can similarly 
benefit from tax loss harvesting — regardless of portfolio size.3

Leveraging a  
Year-Round Process

Achieving Best  
Execution and Minimizing 

Transaction Costs

2 Increase in yield on swaps represents the weighted mean (on trade value) difference in yield-to-worst between the bond sold and the first 
buy following the sale within the account. $121K figure is calculated by multiplying 11 basis points of pickup by $110MM total par sold. 
3 Our observations show execution costs are markedly lower when our traders sell bond lots of $100,000 par or greater versus bond lots 
of less than $100,000 par. In order to reach the $100,000 par threshold, we block together CUSIPs for sale when possible, in some cases 
blocking up positions across as many as 20 portfolios.
There is no assurance that any portfolio or strategy will achieve its investment objectives or that the desired results will be achieved.

$121 thousand   
additional estimated income

(annualized) 

11 basis point  
increase in yield-to-worst 

on swaps2

$4.07 million  
in total losses realized across 

284 accounts
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4 Market value of account on last business day prior to swap. Total realized losses represent every trade executed for tax loss harvesting  
purposes for all accounts opted in, although not every account opted in had a trade occur in 2018.
5 $44 million in par sold from February 2018 - September 2018.
6 10-Year AAA MMD Yields taken as of final business day of the month (example: Feb-18 Data point represents change in 10-year AAA 
MMD Yield from 11/30/2017 – 12/29/2018). 10-Year AAA MMD yields are sourced from Thomson Reuters MMD Interactive Data. Par 
sold calculations performed internally by Gurtin Municipal Bond Management.

Total Sales
Throughout 2018, we executed a total of 688 bond sales for tax loss harvesting purposes, which equated to roughly 
$110 million in par sold. These sales enabled us to realize approximately $4.07 million in total losses across 284 
client accounts, with participating accounts ranging in size from $350,000 to nearly $200,000,000.4

Figure 1 shows the monthly breakdown of our sales for tax loss harvesting purposes over the year. While our 2018 
efforts were heavily concentrated in periods of rising interest rates, we believe this figure highlights the benefits 
of an ongoing process. By additionally executing tax loss swaps throughout the first three quarters as opposed to 
deferring the process to just the final quarter, we were able to sell an additional $44 million in par, which comprised 
40% of our total tax loss harvesting sales for the year.5
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Figure 1: Par Sold vs. 10-Year AAA Muni Yield Interest Rate Trends (2-Month Lag)6
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Sell Buy

Offsetting Taxes
Losses that we generated offset approximately $1.27 million in state and federal taxes. In order to calculate this figure, our team 

identified the realized loss on each sale, and multiplied the resulting dollar value by the client’s assumed federal capital gains tax 

rate and state income tax rate.7 As illustrated in Figure 2 — an example of one of the 688 bond sales we executed in 2018 for tax 

loss harvesting purposes — there can be a material associated tax benefit for just a single swap in a single portfolio.  

Yield Pickup
Throughout our tax loss harvesting efforts, we implemented a control process — including both automated and manual checks 

— designed to prevent swaps that would leave a portfolio worse off (i.e., swapping into a bond with a lower yield).

Taking this one step further, we also sought to actively improve portfolio yields during the process. By successfully increasing 

the yield-to-worst by 11 basis points (bps) on the $110 million in total par sold, we were able to generate $121,000 in 

additional annual income for our clients and increase the spread to MMD by 3.6 bps on bonds into which we swapped, as 

shown in Figure 3.9

Quantity 

Sold

Realized 

Loss

Assumed 

Federal Tax 

Rate

Estimated 

Federal Tax 

Offset

Assumed 

State Tax 

Rate

Estimated 

State Tax 

Offset

Estimated 

Total Taxes 

Offset

$1,500,000 $84,009.24 23.8% $19,994.20 4.25% $3,570.39 $23,564.59

7 Assumed the highest Federal Long-Term Capital Gains Tax rate (20%) and Medicare Tax (3.8%) for all portfolios. Assumed the highest 
marginal state tax income tax rate based on state of residence indicated for each individual portfolio.
8 Assumed Federal Capital Gains Tax Rate of 23.8% and assumed Michigan State Income Tax Rate of 4.25%. Example is a Michigan- 
domiciled portfolio. Calculations performed internally by Gurtin Municipal Bond Management.
9 Weighted Mean by Trade Value. MMD refers to the Thomson Reuters Municipal Market Data (MMD) AAA Curve.
10 Calculations performed internally by Gurtin Municipal Bond Management.
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Figure 3: Yield and Spread Lift on 2018 Tax Loss Harvesting Swaps10
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Figure 2: Example Calculation for Taxes Offset for Single Swap in Portfolio8



11 Tax Loss Harvesting is available for our Municipal Ladder (with the exception of Ladder – Ultra Short), Municipal Intermediate Value, 
Municipal Social Advancement, Municipal Extended Value, and Municipal Stability strategies.

We offer our award-winning, systematic tax loss harvesting process at no additional cost for 

Gurtin clients invested in a selection of our municipal strategies.11

If you have any questions or would like to discuss how to participate in our year-round tax loss harvesting process, 
please contact us:

858-436-2200
AdvisoryServices@gurtin.com
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Gurtin Fixed Income Management, LLC dba Gurtin Municipal Bond Management, a PIMCO company (the “Adviser” or “Gurtin”) is a registered invest-
ment adviser with the U.S. Securities and Exchange Commission (the “SEC”). The contents of the report are for informational and educational purposes only. 
Each investor should make his or her own investigation and evaluation of the investments including the merits and risks thereof, and this report should not be 
construed as investment, tax, financial, accounting or legal advice. 

The analysis contained herein is based on the data available at the time of publication, certain assumptions, that if different could result in different outcomes, 
and the opinions of Gurtin. The opinions and information stated and relied upon herein may become outdated, change, or otherwise be superseded at any time 
without notice. Certain information contained in this report is based upon third party sources, which Gurtin believes to be reliable, but are not guaranteed 
for accuracy or completeness. Neither the SEC nor any other federal or state agency or non-U.S. commission has confirmed the accuracy or determined the 
adequacy of this document. Any report to the contrary is unlawful. 

The information contained herein is based on internal research and does not purport to be statements of all material facts related to the securities mentioned. 
Our views and opinions regarding the investment prospects of portfolio holdings may change without notice. Actual results may differ materially from those 
we anticipate. Each investor should inform himself or herself as to the tax consequences of the investments and services described herein. Clients should have 
the financial ability and willingness to accept the risks associated with the investments made by the Adviser. The Adviser reserves the right to modify any of 
the terms described herein. 

Clients should consult their tax advisors for further information. Gurtin does not attempt to predict whether more or less of a gain/loss may occur in the 
future, but only makes the best determination for tax loss harvesting on the date the transaction based upon internal metrics on that day locking in the losses 
available at the time of the transaction.Gurtin does not render advice on tax and tax accounting matters to clients. This material was not intended or written to 
be used, and it cannot be used by any taxpayer, for the purposes of avoiding penalties that may be imposed on the taxpayer under U.S. federal tax laws and any 
applicable state laws. Gurtin is not responsible for any clerical, computational or other errors.

No assurance can be given that the investment objectives will be achieved or that investors will receive a return of any capital. In considering any prior perfor-
mance information, historical or hypothetical, contained herein, clients should bear in mind that prior performance does not guarantee nor is it indicative of 
future results. Performance includes the reinvestment of all income. Therefore, no current or prospective client should assume that the future performance of 
any specific investment or investment strategy (including those undertaken or recommended by Gurtin) will be profitable or equal to corresponding indicated 
performance levels. References to specific securities and/or their issuers are not intended and should not be interpreted as recommendations to purchase, sell 
or hold such securities. Gurtin products and strategies may or may not include the securities referenced and, if such securities are included, no representation 
is being made that such securities will continue to be included.

Each recipient of this report acknowledges and agrees that the contents hereof constitute proprietary information that the Adviser derives independent eco-
nomic value from. The recipient further agrees that the contents of this report are a trade secret, any reproduction or distribution of this report, in whole or in 
part, or the disclosure of its contents, without the prior written consent of the Adviser, is prohibited, and the disclosure of this report or its contents is likely to 
cause substantial and irreparable competitive harm to the Adviser. By accepting this report, each recipient agrees to the foregoing. 

Gurtin was recognized by the WealthManagement.com 2019 Industry Awards in the Asset Manager: Fixed Income category in recognition of our tax loss 
harvesting process. Third-party rankings and recognition are no guarantee of future investment success. Working with a top-rated advisor does not ensure that 
a client or prospective client will experience a higher level of performance. Ratings should not be considered an endorsement of the advisor by a client nor are 
they representative of any one client’s experience. The WealthMangement.com Industry Awards are independent awards produced annually. WealthManage-
ment.com considered more than 650 total entries from more than 262 companies. For consideration within the Asset Manager: Fixed Income category, Gurtin 
submitted information for a product, tool, or initiative launched within the last year. After submission, the WealthManagement.com judging panel, which 
consisted of fourteen judges from top names in the industry, determined 166 finalists. Later, each judge received an online voting form where they ranked the 
finalists in each category, with the aggregate determining the 61 Industry Award winners. Winners were selected based on quantitative measures of their initia-
tives — such as scope, scale, adoption and feature set — along with qualitative measures, such as innovation, creativity and new methods of delivery. Neither 
the firms nor the firms’ employees pay a fee to WealthManagement.com in exchange for inclusion in consideration for the Industry Awards, Asset Managers: 
Fixed Income category.

©2019 Gurtin Fixed Income Management, LLC dba Gurtin Municipal Bond Management, a PIMCO company. All rights reserved.

To discuss which strategy may be right for your specific goals and objectives, contact us:

Gurtin Municipal Bond 

Management

info@gurtin.com

@followGurtin

San Diego

440 Stevens Ave Ste 260

Solana Beach CA 92075

858-436-2200

Chicago

444 W. Lake St Ste 2333

Chicago IL 60606

858-436-2200


