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Income Insights: Asset Location Matters

Income Insights is a series designed to quickly describe important income tax concepts for
advisors and their clients.
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When it comes to investing for after-tax returns, asset location can be just as important as asset
allocation. While asset allocation focuses on the types of investments you hold (stocks, bonds,
etc.), asset location considers where those investments are held—specifically, in which types of
accounts. The goal is to reduce the tax burden on your investments by strategically placing
higher income-generating assets in tax-advantaged accounts while holding more tax-efficient
investments in taxable accounts. Your overall investment returns can be significantly affected by
considering account characteristics and tax implications.

Let's look at a few common types of asset wrappers and the kinds of accounts they should
ideally be located within to optimize after-tax outcomes.

Mutual funds often generate capital gains distributions and dividends, which can be taxable
events outside of your control. Therefore, housing mutual funds in tax-advantaged accounts,
like individual retirement accounts (IRAs) or 401(k)s, is generally a smart move.

Exchange-traded funds are generally more tax efficient than mutual funds because they
typically generate fewer capital gains distributions. This makes them potentially suitable for a
range of account types—including taxable, tax-deferred, and tax-exempt accounts.

Separately managed accounts (SMAs) offer the advantage of customization, allowing investors
to tailor their portfolios to pursue certain investment and tax goals, such as controlling the
timing of recognizing gains and harvesting losses to offset gains. Given their ability to
accommodate these types of customizations, SMAs are generally best suited for taxable
investment accounts.

By considering asset location, you may enhance your investment returns and optimize your tax
situation, potentially positioning yourself for greater financial success. Always consult with a
financial advisor to tailor these strategies to your own financial circumstances.

Allspring Global Investments does not provide accounting, legal, or tax advice or investment
recommendations. Any tax or legal information on this page is merely a summary of our
understanding and interpretations of some of the current income tax regulations and is not
exhaustive. Investors should consult their tax advisor or legal counsel for advice and
information concerning their particular situation.

For Mutual funds: Investing involves risk, including the possible loss of principal. Stock values
fluctuate in response to the activities of individual companies and general market and
economic conditions. Bond values fluctuate in response to the financial condition of individual



issuers, general market and economic conditions, and changes in interest rates. Changes in
market conditions and government policies may lead to periods of heightened volatility in the
bond market and reduced liquidity for certain bonds held by the fund. In general, when interest
rates rise, bond values fall and investors may lose principal value. Interest rate changes and
their impact on the fund and its share price can be sudden and unpredictable. Some funds,
including non-diversified funds and funds investing in foreign investments, high-yield bonds,
smaller company stocks, and/or more volatile segments of the economy, entail additional risk
and may not be appropriate for all investors. Consult a fund's prospectus for additional
information on these and other risks.

For Exchange-traded funds: Investing involves risk, including the possible loss of principal. It is
possible that an active trading market for ETF shares will not develop, which may hurt your
ability to buy or sell shares, particularly in times of market stress. Shares may trade at a
premium or discount to their net asset value (NAV) in the secondary market. These variations
may be greater when markets are volatile or subject to unusual conditions. There can be no
assurance that active trading markets for the shares will develop or be maintained by market
makers or authorized participants. Shares of the ETFs are not redeemable with the ETF other
than in creation unit aggregations. Instead, investors must buy or sell the ETF shares in the
secondary market at market price (not NAV) through a broker-dealer. In doing so, the investor
may incur brokerage commissions and may pay more than NAV when buying and may receive
less than NAV when selling. Investing involves risk, including the possible loss of principal.
Consult a fund'’s prospectus for additional information on these and other risks.

For Separately managed accounts (SMAs): All investing involves risks, including the possible
loss of principal. Stock values fluctuate in response to the activities of individual companies and
general market and economic conditions Bond values fluctuate in response to the financial
condition of individual issuers, general market and economic conditions, and changes in
interest rates. Changes in market conditions and government policies may lead to periods of
heightened volatility in the bond market and reduced liquidity for certain bonds held in the
portfolio. In general, when interest rates rise, bond values fall and investors may lose principal
value. Interest rate changes and their impact on the portfolio can be sudden and unpredictable.
A portion of the strategy’s income may be subject to federal, state, and/or local income taxes or
the alternative minimum tax. Any capital gains distributions may be taxable. Bond laddering
does not ensure a profit or protect against loss in a declining market. Foreign investments may
be subject to lower liquidity; greater price volatility; and risks related to adverse political,
regulatory, market, or economic developments and may be affected by changes in foreign
currency exchange rates. The use of derivatives may reduce returns and/or increase volatility.
Style factor exposure, including but not limited to beta, growth, value, liquidity, etc., can
perform differently and shift in and out of favor through a market cycle.

Investors should know that these strategies may be subject to additional investment risks. For
important information about the investment manager and risks, please refer to the investment
manager’s Form ADV Part 2, which is available upon request.
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This material is provided for informational purposes only and is for professional/institutional
and qualified clients/investors only. Not for retail use outside the U.S. Recipients who do not
wish to be treated as professional/institutional or qualified clients/investors should notify
their Allspring contact immediately.

THIS CONTENT AND THE INFORMATION WITHIN DO NOT CONSTITUTE AN OFFER OR
SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE
UNAUTHORIZED OR UNLAWFUL TO DO SO AND SHOULD NOT BE CONSIDERED INVESTMENT



ADVICE, AN INVESTMENT RECOMMENDATION, OR INVESTMENT RESEARCH IN ANY
JURISDICTION.

INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price,
or income of investments or financial instruments can fall as well as rise and is not
guaranteed. You may not get back the amount originally invested. Past performance is not a
guarantee or reliable indicator of future results.

Allspring Global InvestmentsTM (Allspring) is the trade name for the asset management firms
of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by
certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These firms include
but are not limited to Allspring Global Investments Luxembourg, S.A.; Allspring Funds
Management, LLC; Allspring Global Investments, LLC; Allspring Global Investments (UK) Ltd.;
Allspring Global Investments (Singapore) Pte. Ltd.; Allspring Global Investments (Hong Kong)
Ltd.; and Allspring Global Investments (Japan) Ltd.

Unless otherwise stated, Allspring is the source of all data (which is current or as of the date
stated). Content is provided for informational purposes only. Views, opinions, assumptions, or
estimates are not necessarily those of Allspring or their affiliates and there is no
representation regarding their adequacy, accuracy, or completeness. They should not be
relied upon and may be subject to change without notice.
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