
Managing a concentrated
stock position

Holding a significant amount of stock in a single company can pose substantial
risks. Whether acquired through equity-based compensation, inheritance, or
investment in a high-performing company, a concentrated stock position requires
careful management to mitigate potential downsides.

1. Gradual Sale of Stock: One common
approach to managing a concentrated stock
position is to gradually sell portions of the
stock over time. This method helps spread out
the tax impact and reduces the risk
associated with holding a large amount of a
single stock.

2. Exchange Funds: By contributing your
concentrated stock to an exchange fund, you
can receive a diversified portfolio in return.
This strategy allows you to achieve
diversification without triggering immediate
capital gains taxes.

3. Covered Call Writing: This involves selling
call options on your stock, which can
generate additional income and provide
some downside protection. However, it may
limit your upside potential if the stock price
rises significantly.

4. Charitable Giving: Donating appreciated
stock to a charity is another tax-efficient
method to reduce your concentrated position.
This approach allows you to avoid capital
gains taxes and receive a charitable
deduction.

STRATEGIES FOR DIVERSIFICATION
Diversifying your concentrated stock position
can significantly reduce your portfolio's risk. By
spreading your investments across different
assets, you can protect yourself from the
volatility and potential downturns of a single
stock. This approach typically provides more
stable and predictable returns, which is
especially important for long-term financial
security.

Additionally, strategies like exchange funds
and charitable giving offer tax advantages.
Exchange funds allow you to defer capital
gains taxes, while charitable giving can
provide immediate tax deductions. These
strategies help manage your tax liabilities more
effectively and potentially preserve more of
your wealth.

CONSIDERATIONS & DRAWBACKS

Strategies and benefits

Managing a concentrated stock position requires careful planning and consideration of various strategies. Diversifying
your holdings can reduce risk and provide tax benefits, but it's essential to weigh the potential drawbacks and choose the
approach that aligns best with your financial goals.

If you have any questions or need assistance, please feel free to reach out to us at dtroyer@monetagroup.com. 

SUMMARY

© 2025 Advisory services offered by Moneta Group Investment Advisors, LLC, (“MGIA”) an investment adviser registered with the Securities and Exchange
Commission (“SEC”). MGIA is a wholly owned subsidiary of Moneta Group, LLC. Registration as an investment advisor does not imply a certain level of skill or
training. The information contained herein is for informational purposes only, is not intended to be comprehensive or exclusive, and is based on materials deemed
reliable, but the accuracy of which has not been verified.

BENEFITS OF DIVERSIFICATION

While these strategies offer significant benefits,
there are also some disadvantages to consider. 

Selling your concentrated stock can trigger
substantial capital gains taxes, especially if the
stock has appreciated significantly. Exchange
funds typically require a long-term commitment,
and you may have limited control over the fund's
investments. Covered call writing can limit your
upside potential if the stock price rises
significantly.


