
Tax-loss harvesting:  
leverage volatility to lower taxes and enhance 
portfolio value 
No one wishes for asset values to drop, but there’s a silver lining to losses. Because taxes on gains can be 
a significant drag on net returns, harvesting losses is a sound a tax management strategy for enhancing 
overall portfolio performance.  

By selling investments that have lost value, you can lower your capital gains taxes thereby increasing your net 
investment returns. And that may help you reach your investment goals more quickly.

How tax-loss harvesting works:
SELL a security that has underperformed
Offsetting short-term gains (those held less than 12 months) tends to be more valuable than 
offsetting long-term gains, particularly for high earners. That’s because short-term gains are taxed 
as ordinary income, which for some can be as high as 40.8%.1 In contrast, the lower capital gain rate 
(top rate of 20%2) applies to long-term gains (those held longer than 12 months). For that reason, you 
may want to focus on those investments you’ve held for less than a year.

HARVEST capital losses
1.	 An individual investor or married couple filing jointly who have more capital losses than gains 

can offset ordinary income by up to $3,000 in the current year and carry over the rest to future 
years. For married individuals filing separately, the deduction is $1,500 in the current year.

2.	 A loss from one investment can offset realized gains from different investments in 
the current year.

3.	 A capital loss may be carried forward indefinitely into future tax years to offset future 
income or gains.

REPLACE: Reinvest the proceeds in a similar investment to maintain the 
portfolio’s asset allocation and risk/return profile 

Potential replacement securities:

Individual stock
Actively managed mutual  
fund or closed-end fund ETF or index mutual fund

	— Actively managed  
mutual fund

	— Index ETF or mutual fund

	— Stock in similar industry

	— Active mutual fund, closed-end 
fund or ETF with same bench-
mark, but different manager

	— Index ETF or mutual fund

	— Index ETF or mutual fund with 
same benchmark,  
but different manager

	— Actively managed mutual fund, 
ETF or closed-end fund
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Please consult your financial professional for more information. For financial 
professionals, please contact Nuveen at 800-221-9271. Visit us at Nuveen.com.

Endnotes
1	 Inclusive of net investment tax (NIIT), which is levied on the lesser of net investment income or the amount by which modified adjusted gross income (MAGI) exceeds $250,000 for 

couples filing jointly, $125,000 for married filing separately, and $200,000 for single filers.
2	 Exclusive of NIIT. 
This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold a security or an investment strategy, and is not provided 
in a fiduciary capacity. The information provided does not take into account the specific objectives or circumstances of any particular investor, or suggest any specific course of action. 
Investment decisions should be made based on an investor’s objectives and circumstances and in consultation with his or her advisors.
The views and opinions expressed are for informational and educational purposes only as of the date of production/writing and may change without notice at any time based on numerous 
factors, such as market or other conditions, legal and regulatory developments, additional risks and uncertainties and may not come to pass. This material may contain “forward-looking” 
information that is not purely historical in nature. Such information may include, among other things, projections, forecasts, estimates of market returns, and proposed or expected portfolio 
composition. Any changes to assumptions that may have been made in preparing this material could have a material impact on the information presented herein by way of example. Past 
performance is no guarantee of future results. Investing involves risk; principal loss is possible. 
All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or 
completeness of, nor liability for, decisions based on such information and it should not be relied on as such.

Important information on risk
All investments carry a certain degree of risk and there is no assurance that an investment will provide positive performance over any period of time. Neither Nuveen 
nor any of its affiliates or their employees provide legal or tax advice. Please consult with your personal legal or tax advisor regarding your personal circumstances.
Tax rates and IRS regulations are subject to change at any time, which could materially affect the information provided herein.
Nuveen Asset Management, LLC is a registered investment adviser and an affiliate of Nuveen, LLC. 

NOT FDIC INSURED  |  NO BANK GUARANTEE  |  MAY LOSE VALUE  |  NOT A DEPOSIT  |   
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY

This guide provides general tax information. Nuveen is not a tax advisor. 20
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SEIZE OPPORTUNITIES  
AS THEY ARISE 

Investors who look to harvest 
losses throughout the year 
are likely to find more 
opportunities to leverage 
losses, compared to those who 
harvest only at year-end. 

Although uneven or down 
markets provide more 
harvesting opportunities, 
investors can take advantage 
of losses in any market 
environment to incrementally 
improve net performance.

UNDERSTAND  
THE RISKS 

Tax laws change, which is why a 
decision to harvest losses should 
include careful consideration of 
your tax situation. 

In addition, investors who 
engage in tax-loss harvesting 
face the risk that the security 
they sell could recover. Selling 
a position at a loss may limit 
the possibility of participating 
in near-term potential gains, 
which may be larger than the tax 
savings you captured.

START WITH A 
CONVERSATION

Talking with your financial 
professional is the first step in 
identifying how you may be able 
to convert a losing investment 
into a winning tax move through 
tax-loss harvesting. Keep in 
mind that the tax “tail” should 
never wag the investment “dog.” 
Leveraging every opportunity 
to maximize tax savings is less 
important than achieving your 
overall investment goals. 

Avoid the wash sale rule

Be aware of the “wash sale” rule, which restricts investors from claiming a loss on the sale 
of an investment if they purchase a “substantially identical” security 30 days before or after 
the sale. The greater the holdings overlap and the more similar the prospective returns, the 
greater the risk of wash sale classification by the IRS. Investors should consult with their 
financial and tax professionals before reinvesting proceeds from a sale to avoid inadvertently 
triggering a wash sale.


