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		Abstract

		This paper uses data on actual returns on taxable bonds, tax-exempt bonds, and a small sample of equity mutual funds over the 1962-1998 period to compare two asset location strategies for retirement savers. The first strategy gives priority to holding equities, through equity mutual funds, in a saver's tax-deferred account, while the second strategy gives priority to holding fixed-income investments in the tax-deferred account. We consider high-income taxable individual investors who saved in each year and invested in one of actively-managed funds in our sample. Over the thirty-seven year span that we consider, such savers would have accumulated a larger stock of wealth if they had held their equity mutual fund in their tax-deferred account than if they had held the fund in a conventional taxable form. The explanation for this apparent contradiction of the often-stated bonds in the tax-deferred account' prescription has two parts. First, many equity mutual funds impose substantial tax burdens on their investors. This raises the effective tax rate on investing in equities through mutual funds rather than in a buy-and-hold personal portfolio. Second, taxable investors who wish to hold fixed income assets can do so by holding tax-exempt bonds as well as by holding taxable bonds. The interest rate differential between taxable and tax-exempt bonds suggests that the effective tax rate on fixed income investments may be lower than the statutory tax rate for high-income investors. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Poterba,  James M. and Poterba,  James M. and Sialm,  Clemens and Shoven,  John B., Asset Location for Retirement Savers (November 2000). NBER Working Paper No. w7991,  Available at SSRN: https://ssrn.com/abstract=248597
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						James M. Poterba (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Massachusetts Institute of Technology (MIT) - Department of Economics  ( email )

			

			
			
				
				
				
					50 Memorial Drive
E52-350
Cambridge, MA  02142
United States
617-253-6673 (Phone)
617-253-1330 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				National Bureau of Economic Research (NBER)  ( email )

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Clemens  Sialm

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Texas at Austin - McCombs School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Texas at Austin - McCombs School of Business  ( email )

			

			
			
				
				
				
					Austin, TX  78712
United States

				

				
			

			
				
				
					HOME PAGE: http://faculty.mccombs.utexas.edu/Clemens.Sialm/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						John B. Shoven

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Stanford University - Department of Economics  ( email )

			

			
			
				
				
				
					Landau Economics Building
579 Serra Mall
Stanford, CA  94305-6072
United States
650-326-5377 (Phone)
650-328-4163 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      299

			

		
		
		
			Abstract Views

			    3,193

		

		
		 
		
			Rank

			  186,449

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       18 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                
	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,411

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Optimal Consumption and Investment with Capital Gains Taxes

                        
                            By
                                
                                
                                    
                                    Robert M. Dammon, 
                                    
                                
                                    
                                    Harold H. Zhang, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Optimal Asset Location and Allocation with Taxable and Tax-Deferred Investing

                        
                            By
                                
                                
                                    
                                    Robert M. Dammon, 
                                    
                                
                                    
                                    Harold H. Zhang, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Asset Allocation and Asset Location: Household Evidence from the Survey of Consumer Finances

                        
                            By
                                
                                
                                    
                                    Daniel Bergstresser
                                     and 
                                
                                    
                                    James M. Poterba
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Asset Allocation and Asset Location: Household Evidence from the Survey of Consumer Finances

                            
                                By
                                    
                                    
                                        
                                        Daniel Bergstresser
                                         and 
                                    
                                        
                                        James M. Poterba
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Transition to Personal Accounts and Increasing Retirement Wealth: Macro and Micro Evidence

                            
                                By
                                    
                                    
                                        
                                        James M. Poterba, 
                                        
                                    
                                        
                                        Steven F. Venti, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Asset Location in Tax-Deferred and Conventional Savings Accounts

                            
                                By
                                    
                                    
                                        
                                        John B. Shoven
                                         and 
                                    
                                        
                                        Clemens Sialm
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Utility Evaluation of Risk in Retirement Saving Accounts

                            
                                By
                                    
                                    
                                        
                                        James M. Poterba, 
                                        
                                    
                                        
                                        Joshua D. Rauh, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Location and Allocation of Assets in Pension and Conventional Savings Accounts

                            
                                By
                                    
                                    
                                        
                                        John B. Shoven
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Valuing Assets in Retirement Saving Accounts

                            
                                By
                                    
                                    
                                        
                                        James M. Poterba
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Valuing Assets in Retirement Saving Accounts

                            
                                By
                                    
                                    
                                        
                                        James M. Poterba
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

