
  

 1/5 

 

 

 

 

 

 

 

Planning Opportunities to Consider 
Before Year-End Part 2 – Capital 
Gains 

 

 

 

 

 

 

 

 

 
 

Following up from last week’s commentary on Required Minimum Distributions 

(https://acmwealth.com/article-video/planning-opportunities-to-consider-before- 

year-end-part-1-required-minimum-distributions/), we’d like to point out that there 

is still time to harvest capital gains and losses before year-end, which is a classic 

year-end planning technique and one that we employ regularly at year-end for our 

clients with private taxable investment accounts. 

https://acmwealth.com/article-video/planning-opportunities-to-consider-before-year-end-part-1-required-minimum-distributions/
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2021 was a record year for realized capital gains, as a result of the run-up in the 

market following the COVID-19 outbreak. Many taxpayers were caught o guard. 

You would think this would not be the case given the downturn in the market during 

2022, however, you may have realized gains earlier in the year and we are expecting 

that mutual funds will still be distributing capital gains over the next several weeks. 

Capital gains can be a ‘wildcard’ in projecting your income for the tax year, which can 

impact your January estimated tax payment as well as your overall taxable income. 

If you’ve realized significant gains this year, then harvesting unrealized losses (selling 

stocks that are down and buying them back after 30 days) can lower your modified 

adjusted gross income (MAGI), which is the basis for how much of your social 

security is taxed, what your Medicare Part B & Part D premiums will be in 2024, and 

whether or not your gains will be subject to the additional 3.8% Net Investment 

Income Tax (NIIT) along with other deductions and credits. The NIIT is applied to the 

portion of your income from investments (capital gains, interest, dividends, rental 

income, etc.) when your MAGI exceeds $200,000 (filing individually) and $250,000 

(filing jointly). 

Remember, you normally use capital losses to offset capital gains, not to offset 

ordinary income (wages, interest, etc.), but you can apply up to $3,000 of excess 

losses against your ordinary income and carryover additional losses to apply against 

realized gains in future years. 

You should coordinate the gains/losses realized on your accounts with accounts 

that you hold elsewhere as well as any other assets you’ve sold this year 

(residence, business, etc.). 

Please also note that, if you sell a stock to harvest the loss, neither you nor your 

spouse can buy the same stock back in another account or even in a retirement 

account within the 30 day period. Doing so is known as “wash sale”, which will 

negate the loss you were attempting to realize. Automatic purchases, contributions, 

rebalances and dividend reinvestments into a security you harvested a loss from 

may also inadvertently trigger a wash sale. 

Also keep in mind that, if you are counting on receiving a dividend from a stock you 

own, then you may not want to sell that stock during the period when the dividend is 

expected to be paid. 
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Not everyone who has realized gains needs to go through the e ort of realizing 

losses. Single taxpayers, as well as those who are married filing jointly, are eligible to 

pay 0% on long-term capital gains and dividends depending on their taxable income. 

 
 

 

 

If your taxable income falls into the 0% long-term capital gains bracket, then you 

may even be in a position to realize more gains for the current tax yea, rather than 

worrying about taking any losses. 

You also don’t want to create more losses than you are able to use during your 

lifetime as they do not carry over to the next generation. If you planning to leave a 

stock to someone as an inheritance, then keep in mind that they receive a “step-up 

in basis” when they inherit the stock and the capital gain can typically be eliminated. 

Lastly, keep state income taxes in mind when it comes to capital gains as well. Most 

state tax capital gains as ordinary income and either limit (or disallow entirely) the 

ability to carry forward harvested losses into future tax years. 

We’ll cover some additional year-end planning ideas over the next few weeks and, as 

always, please reach out to us if you have any questions. 


