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Tax Loss HarvesƟng  
- A Tax-Aware Strategy That May Help Improve AŌer-Tax Outcomes Over Time 

 

I. What Is Tax Loss HarvesƟng (TLH) 

Tax Loss HarvesƟng (TLH) refers to the proacƟve sale of investments at a loss within a porƞolio 
to realize tax losses. These losses may, depending on individual tax circumstances and 
implementaƟon, be used to offset gains elsewhere, which could help improve aŌer-tax 
outcomes while seeking to remain aligned with the intended investment strategy. 

 

II. Core Insight: The Value of Losses 

Most investors view losses as negaƟve outcomes. 
However, from a tax management perspecƟve, losses may, in some cases, create tax-planning 
value that can be used under applicable tax rules. 

Core concept: 
Investment outcome = Investment return − Taxes 

 

III. Why Tax Loss HarvesƟng MaƩers 

• AŌer-tax returns are an important consideraƟon for many investors 
• Market volaƟlity creates opportuniƟes for tax opƟmizaƟon 
• In some situaƟons, unrealized losses may represent a potenƟal tax-planning opportunity, 
depending on the investor’s broader tax circumstances 

 

IV. How It Works (Core Mechanism) 

• IdenƟfy posiƟons with unrealized losses 
• Sell those posiƟons to realize tax losses 
• Reinvest in similar, but not idenƟcal, assets in a manner that may help maintain comparable 
market exposure, depending on implementaƟon 
• Use realized losses to offset capital gains or ordinary income 

 

V. Case IllustraƟon (Key) 

HypotheƟcal example for illustraƟve purposes only. This example does not reflect actual client 
results, and actual tax savings will vary based on individual circumstances. 
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Scenario: 
An investor realizes $20,000 in gains, while holding $10,000 in unrealized losses within the 
porƞolio. 

Without TLH: 
• Taxable gain: $20,000 
• Assuming a 30% tax rate → Tax liability: $6,000 

With TLH: 
• Realized loss: $10,000 
• Net taxable gain: $10,000 
• Tax liability: $3,000 

Result: 
In this hypotheƟcal example, realizing losses could reduce the net taxable gain and may lower 
current tax liability by $3,000, depending on the investor’s tax situaƟon. 

 

VI. Long-Term Value (Compounding Effect) 

Tax Loss HarvesƟng may, in some cases, improve aŌer-tax efficiency over Ɵme, although results 
vary and the strategy does not guarantee beƩer performance.• PotenƟal tax savings may 
remain available for reinvestment or other financial needs 
• Over Ɵme, this may contribute to different aŌer-tax outcomes, depending on market 
performance, tax circumstances, and implementaƟon 

 

VII. Key ConsideraƟons 

• Wash Sale Rule: Avoid repurchasing the same or substanƟally idenƟcal securiƟes within 30 
days 
• TransacƟon cost management 
• Tax consideraƟons should not override long-term investment strategy 

• Replacement investments may perform differently from the original holdings  

• Tax laws and tax rates may change over Ɵme  

• The effecƟveness of the strategy may depend on the nature of gains, including short-term 
versus long-term capital gains 

 

VIII. How Some Investors Approach Tax Loss HarvesƟng 
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Investors may benefit from professional guidance when evaluaƟng whether and how Tax Loss 
HarvesƟng fits within a broader porƞolio and tax strategy. This may involve:• ConƟnuous 
monitoring of markets and porƞolio posiƟons 
• EvaluaƟng when execuƟon may be appropriate 
• Considering wash sale rules and other implementaƟon details 

 

IX. Common MisconcepƟons 

• MisconcepƟon 1: Losses should always be avoided 
• MisconcepƟon 2: Taxes are not important 
• MisconcepƟon 3: Automated tools alone are sufficient 

 

Key Takeaway 

The purpose of Tax Loss HarvesƟng is not to eliminate losses, but to evaluate whether market 
volaƟlity may create opportuniƟes to improve aŌer-tax outcomes over Ɵme. 

Its potenƟal value, when appropriate, may depend on disciplined implementaƟon over Ɵme 
rather than any single transacƟon.

 

Disclosures 

This material is provided for informaƟonal and educaƟonal purposes only and does not 
consƟtute individualized investment, tax, or legal advice. 
The effecƟveness of Tax Loss HarvesƟng depends on individual tax circumstances, including 
current and future tax rates, the nature of gains (short-term vs. long-term), and applicable tax 
rules, all of which are subject to change. Actual results will vary. 
There is a risk that replacement investments may perform differently from the original holdings. 
Tax consideraƟons should not override an investor’s broader investment objecƟves. There is no 
guarantee that any strategy will achieve its intended objecƟves or tax outcomes. 
All investments involve risk, including the possible loss of principal. Investors should consult 
qualified tax, legal, and financial professionals before making decisions. 


