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Huber Capital Management borrows a page from the exchange-

traded fund industry to protect mutual fund investors from taxes.
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As an investor in the mutual funds he manages, Joe Huber will do whatever it takes to

avoid those pesky capital gains distributions that can blindside and frustrate long-term

investors.

The founder and chief executive of Huber Capital Management applies four basic tax
management strategies and then goes to the next level with a fifth technique that has
enabled the $400 million fund shop to avoid paying out “material” capital gains

distributions over its entire 14-year history.

“I say we never paid out any material capital gains because one year we had less than a

penny in capital gains distributions,” Huber said.

Most of Huber’s tax management strategy resembles the approach taken by other tax-

conscious portfolio managers.

He pays close attention to opportunities for tax-loss harvesting and he tries to avoid
short-term taxes by holding securities for at least a year, which folds into his long-term
investing approach. And when Huber wants to reduce the weighting of a security, he
will use inflows to dilute that weighting instead of triggering a taxable event by selling

securities.
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Huber separates his fund company from virtually every other asset manager in the
business by employing a tax management strategy that borrows a page from the ETF

industry.

While mutual funds almost always honor fund redemptions with cash, they can also

provide investors with actual securities from the fund.

“We have from time to time negotiated with non-taxable clients to move money into
separate accounts, and we deliver them securities,” Huber explained. “Because they’re

non-taxable [qualified accounts] we get to decide which tax lots we deliver them.”

By moving securities out of the portfolio without selling them, Huber can better
manage the fund’s annual capital gains distributions, which can hit mutual fund

investors even in years when a fund posts a negative return.

The strategy resembles the way that exchange-traded funds redeem by giving shares
back to a middle person, known as an authorized participant, who stands between the
ETF and the investor. That’s one of the reasons ETFs are much more tax-efficient than

actively managed mutual funds.

“He’s essentially treating investors that want their money back as separate from the
pool of assets in the fund, because he’s transferring some of the underlying stock into a
new entity, without penalizing the broader investor base,” said Todd Rosenbluth,

director of mutual fund and ETF research at CFRA.

“The technique is highly beneficial to other shareholders, who often are dragged along

for the ride when fellow shareholders have shorter time horizons,” Rosenbluth said.
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While moving securities into separate accounts has proven effective in reducing the tax

hit, Huber said there are reasons most fund companies are not following his lead.

“We’re not the only ones to figure this out, but there are negatives associated with it
that other fund companies probably don’t want to deal with,” he said. “For starters, you

have to call up clients, wasting a touch point by asking them to do some work for you.”

Huber said that he “incentivizes” investors to go along with moving the assets into
separate accounts by offering to manage the assets in the separate accounts for a

reduced fee.

“The separate account is an expensive proposition that cost me $10,000 a year per
account,” he said. “My first four tax management tools are basic blocking and tackling,
but don’t require a ton of work. This fifth one requires a ton of work and involves

working with bankers, accountants, custodians and lawyers.”

Christine Benz, Morningstar’s director of personal finance, described Huber’s strategy

of moving securities to separate accounts as “very clever.”
“Most mutual fund prospectuses include language that funds can redeem in kind,” she

said. “It is nicely addressing the disadvantage that ETFs have uncovered in active

mutual funds.”
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General Information About Huber Capital Management LLC

Huber Capital Management, LLC (“HCM”) is registered as an investment adviser with the United States
Securities and Exchange Commission, and its investment advisory representatives are licensed by the state of
California. HCM will only transact business in other states to the extent HCM has made the requisite notice
filings in such state. No follow up or individualized responses to persons in other jurisdictions that involve
either rendering or attempting to render personalized investment advice for compensation will be made absent
compliance with applicable legal requirements, or an applicable exemption or exclusion.

Information About This Article

This article contains the results of analysis conducted by HCM based on a certain set of facts compiled and
assumptions made by HCM. Results may vary significantly if different facts or assumptions were used. All
statements and conclusions stated are those of HCM and there has been no independent review of the
accuracy of these statements. No representation or warranty express or implied is made as to the accuracy or
completeness of the content in this article.

This article is for illustrative purposes only; nothing contained herein is intended as investment advice or an
opinion regarding the appropriateness of any investment, or a solicitation of any type. The presentation
makes specific reference to certain funds or companies which were selected by HCM as representative
samples with certain economic characteristics and are listed for comparison purposes only. Other
comparably sized funds or companies may have different economic characteristics. Other than these specific
references, nothing contained in this article speaks to any particular company, registered investment adviser,
registered investment company or hedge fund.

Investing in equity securities involves risk, including the potential for loss of principal. Past performance is
not necessarily indicative of future results. Past capital gains distributions are not necessarily indicative of
future results. There can be no assurance of achieving any particular goal.

References to other funds should not to be considered an offer to buy or sell these securities.

This document contains information proprietary to HCM, and may not be reproduced, disclosed or used in
whole or in part without the express written permission of HCM. Any distribution of this presentation, or the
divulgence of its contents, is unauthorized.

HCM reserves the right to use some or all of the techniques/processes described herein, or to modify the
manner in which they are applied. Gross performance figures are net of commissions and certain direct
expenses, but before management fees, withholding taxes, custody charges and other indirect expenses.
Differences in account size, account particulars, timing of transactions and market conditions may lead to
different results. Gross performance returns are time-weighted rates of return based on the Daily Valuation
Method, and are presented before advisory fees, but after custodial fees and brokerage commissions.
Performance returns include cash, cash equivalents, accrued income and reinvestment of dividends and
income. A client’s return will be reduced by the advisory fees and other expenses incurred as a client. Our
fees are described in Part 2 of our Form ADV. Advisory fees will have a compounding effect, over a period of
years, on the value of a client’s portfolio. For example, an annual fee of 50 basis points charged quarterly for
5 years will result in a compounded aggregate investment advisory fee of 252.5 basis points. It should not be



assumed that any recommendations made in the future will be profitable or will have comparable performance
of any security discussed here.

Alpha gauges the performance of an investment against a market index or benchmark that is considered to
represent the market’s movement as a whole. It is the excess return of an investment relative to the return of a
benchmark index. Alpha may be positive or negative and is the result of active investing.

Mutual fund investing involves risk. Principal loss is possible. Investments in foreign securities involve
greater volatility and political, economic and currency risks and differences in accounting methods. The
risks are greater for investments in emerging markets. The Small Cap Value Fund will invest in smaller
companies, which involve additional risks such as limited liquidity and greater volatility than larger
companies. Additionally, the Funds are subject to sector emphasis risk meaning that companies in the
same or related businesses may comprise a significant portion of a Fund’s portfolio and adversely affect
the value of the portfolio to a greater extent than if such business comprised a lesser portion of a
portfolio. Investments in Initial Public Offerings (IPO) carry additional risk such as market and liquidity
risk and can fluctuate considerably. When the Fund’s asset base is small, the impact of IPOs on the
Fund’s performance could be magnified. You should consider the Huber Funds’ investment
objectives, risks and charges and expenses carefully before you invest. The Funds’_prospectus,
which can be obtained by calling 1-888-482-3726 (888-HUBERCM), contains this and other
information about the Funds. Please read the prospectus carefully before you invest. You may also
print the current prospectus from the Funds’ website at www.hubercap.com under “Download
Center/Fund Materials”. The Huber Funds are distributed by Quasar Distributors, LLC.
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http://hubercap.com/wp-content/uploads/2020/03/Huber_Statutory_Prospectus_022820.pdf
http://hubercap.com/mutual-funds/download-centerfund-materials/
http://hubercap.com/mutual-funds/download-centerfund-materials/

	Investment News Article Email Attachment 041321
	Investment News Article Disclosures 041321.pdf
	Bloomberg Article Tax Efficient 041420 SEND.pdf
	Bloomberg Article Tax Efficient 041420.pdf
	SR2020_active-1_C1-C4
	SR2020_active-1_C2-P01
	SR2020_active-1_P08-P09
	SR2020_active-1_P10-P11
	SR2020_active-1_P12-P13
	SR2020_active-1_P14-P15
	SR2020_active-1_P16
	SR2020_active-1_P17
	SR2020_active-1_P18-P19
	SR2020_active-1_P20-P23
	SR2020_active-1_P24-P27
	SR2020_active-1_P28-P31
	SR2020_active-1_P32-P33
	SR2020_active-1_P34-P35
	SR2020_active-1_P36-C3
	SR2020_active-1_C1-C4

	Bloomberg Article Tax Efficient Disclosures 041420

	Bloomberg Article Tax Efficient Disclosures 041420 REVISED CLEAN




