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Realizing Capital Gains and Losses at Year-End

High volatility in the financial markets may have left your portfolio with some winners and losers at
the end of 2015. In addition to rebalancing your portfolio, you may have an opportunity to realize
losses on depressed sectors or specific, hard-hit investments—and then immediately re-establish
your exposure in those positions. If this particular strategy works for you in your particular situation,
be careful of the wash sale rule.

In the wash sale rule, the IRS disallows the loss from the sale of a security if you purchase a substan-
tially identical security within 30 days before or after the loss-generating sale. This means you may
not use the loss to offset capital gains or ordinary income. *If a security is sold for a loss, you must
wait 31 days before repurchasing the same or similar security. If you violate the wash sale rule, the
disallowed loss is added to the cost basis of the repurchased shares.

For example, if an investor purchases XYZ stock at S35 per share and later sells it at $30, they can claim a S5 loss per
share. If they repurchase XYZ 10 days later (within 30 days of the sale) at 533 per share, the 55 loss would be disallowed
and the new cost basis would be 538 (533 + S5).

Whether the purchase of additional shares occurs before the sale (a strategy referred to as “doubling-
up”) or after, it is important to observe the 31-day window from the date of sale. Keep in mind that
the trade date, NOT the settlement date, is used when counting the days in the wash sale.

The last day to double-up a position in 2015 is November 30.
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If an individual sells a security at a loss, and repurchases essentially
the same security within 30 days, the IRS will consider it a wash sale

For more information, please call our office at 845-331-3600 or visit our webpage at www.gagnoncpa.com

212 Fair Street, Kingston, NY 12401 845.331.3600 www.gagnoncpa.com



http://www.gagnoncpa.com

