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How does tax-loss harvesting work? 

Selling investments for a profit is good news for your portfolio, but it 
often comes with an unwelcome side effect: a bigger tax bill. Capital 
gains can add up fast, and many investors don't realize there's a 
strategy that can help offset them. 

That strategy is called tax-loss harvesting, and it can be a useful part of 
year-end tax planning. Here's what to know about how it works, when 
it makes sense, and what to weigh before using it.   

How Tax-Loss Harvesting Works 

Tax-loss harvesting is a strategy that involves selling investments in 
your portfolio at a loss to offset capital gains. If your losses outweigh 
your gains, the IRS also allows you to reduce your taxable income by up 
to $3,000. You can carry forward excess losses to future tax years. 
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If you opt to harvest your losses, keep in mind the wash-sale rule. The 
IRS does not allow you to deduct the losses from a wash sale, which 
occurs when you buy "substantially identical stock or securities" within 
30 days, before or after, of the sale at a loss. 

When to Use Tax-Loss Harvesting 

Tax-loss harvesting can be advantageous for taxable accounts in your 
portfolio, such as a taxable brokerage account. It cannot be used for 
tax-advantaged accounts, such as your IRA or 401(k). 

You may reap more benefits from tax-loss harvesting if you have 
significant capital gains or if you are in a higher tax bracket. 

Pros and Cons of Tax-Loss Harvesting 

Like any strategy, this one has trade-offs worth weighing. 

On the upside, it can potentially lower your overall tax bill and offer a 
chance to trim high-risk positions from your portfolio. 

On the downside, it doesn't help if you don't have enough losses to 
harvest, and trading fees can sometimes outweigh the tax savings. 

Questions about whether this strategy fits your portfolio? Get in touch 
anytime. 
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Financial Planning may help your dreams come true! 
Simple, Smart, and Effective financial planning may help you build wealth. Our strategies and hands-on 
approach may help you increase savings, lower taxes, provide customized investment advice, help you 
secure your retirement and more. Together, we will help you build a plan toward making your dreams 

come true. 
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DISCLAIMER 

Content provided by subscription to Outbound Engine, an entity unrelated to ROI Financial Advisors, LLC. ROI Financial Advisors, LLC (dba 

ROI Financial) is an SEC registered investment advisor. This publication is in no way a solicitation or offer to sell securities or investment 

advisory services. Some articles discuss products or services that may not be available through ROI Financial and are informational only. 

This information should not be construed as investment advice or constitute a recommendation that any particular transaction or 

investment strategy is suitable for any specific person. Statistical information, quotes, charts, references to articles or any other quoted 

statement or statements regarding markets or other financial information is obtained from sources which we believe reliable, but we do 

not warrant or guarantee the timeliness or accuracy of this information. This material does not constitute a complete description of our 

investment services and is for informational purposes only. ROI Financial does not provide tax or legal advice, however an affiliate firm 

ROI Tax LLC (ROI Tax) which is a separate entity may provide tax preparation and CPA services. Please see our Client Relationship 

Summary and form ADV Part 2A at https://adviserinfo.sec.gov/firm/summary/160100 or visit our website at www.roi-fa.com to request 

a complete description of our services and fees. Please be advised to consult your investment adviser, attorney, or tax professional 

before making any investment decisions. 
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