Integrating Investment and Income Tax Planning Strategies
An important part of any wealth management planning is to continually integrate tax planning with your investment strategies. Some basic examples include harvesting capital losses, evaluating after tax returns on bonds, etc. The challenging investment environment that we have seen lately continues to create opportunities to do this on a regular basis. 
 

As you probably know, capital losses can offset capital gains, and then you are allowed to take $3,000 of losses against ordinary income. The balance of the losses are carried over for the rest of your lifetime. While it may feel like you have enough losses to last a lifetime, the sooner you use these, the better off you will be from a present value standpoint. Selling low basis stock to absorb these losses might make sense, especially if you have concentrated stock holdings with a low basis. Possibly selling bonds that are trading at a premium to realize the gain and then immediately buying the same or similar bonds back could be another way to use your losses. Keep in mind that there is no “wash gain rule,” like the “wash loss rule” that disallows a loss if you buy back a security within 30 days of selling it for a loss. 
 

Investment interest expense is another item that is often limited and not fully used. Generating fully taxable investment income when you have such a carryover can be a tax efficient investment strategy to offset interest expense. Another carryover we often see are contributions. Contributions are limited based on your adjusted gross income (50% for cash and less for appreciated property). With just a 5 year carryover, it is important to make sure you do not lose the benefit during that time period. If there are ways to increase your gross income, you can more effectively utilize these deductions.
 

We would be glad to help you think about these and other strategies to efficiently use your carryovers. 
