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Cash Alternatives: Earning More After Taxes

Most wealthy investors like to hold some cash or cash equivalents such as money market funds
or short-term treasuries for safety, liquidity, and future opportunities. Money market funds are
currently paying about 3.8% interest. The problem is that most cash equivalents produce fully
taxable ordinary income. Depending on your tax bracket and state of residence, that 3.8% can
shrink to roughly 2% after taxes.

Fortunately, there are a couple of exceptions.

One is an ETF called BOXX, a clever play on cash management. The fund seeks to deliver the
yield of 1 to 3 month U.S. Treasury bills with far greater tax efficiency by using an option strategy
known as a box spread. Unlike money market funds, BOXX does not distribute taxable income
along the way. Instead, the return builds inside the share price, and the investor decides when to
realize the gain. Hold the ETF longer than a year and the entire gain is taxed at long-term capital
gains rates, which can also be offset through direct indexing or tax loss harvesting. A 3.8% return
taxed at the maximum 23.8% capital gains rate nets investors about 2.9% after taxes, and often
more depending on how long the position was held and whether harvested losses are available
to offset the gain.

Another cash alternative is the advisory deferred annuity. Traditional deferred annuities are sold
by insurance agents who receive commissions from the insurance company. To recoup those
commissions, insurers place surrender charges on the contracts. So while they may pay about
5% guaranteed, the money is effectively locked up. Advisory annuities are different. They are
offered through fiduciary financial advisors who receive no commission from the insurance
company, so there are no surrender charges. Investors can earn about 5% guaranteed from
highly rated insurance companies, defer all income taxes until withdrawal, and access their funds
at any time without surrender penalties.

For investors holding meaningful cash positions, the difference between earning 2% and earning

2.9% or 5% is real money. Before parking cash in a money market fund by default, it pays to
consider the alternatives.

Have you heard about our Vision Quest Process? Watch the video below to learn more!
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We are committed to helping you achieve your
financial goals. Please feel free to contact us with any
guestions, comments, or a more in-depth discussion.

Sincerely,
Keith Singer

Singer Wealth

1515 S Federal Highway Suite 302
Boca Raton, FL 33432

(561) 998-9985
www.singerwealth.com

Singer Wealth Advisors is a registered investment advisory firm. Discuss with your financial/tax professionals
before investing. Investing involves risk. Past performance does not guarantee future results. Material provided
for informational purposes only.
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