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During your next discussion with your financial advisor, we recommend that you ask them about how tax management strategies can help you achieve
your goals. (UBS)

Tax loss harvesting: Reasons, tips,
and strategies

11 April 2025, 7:08 pm CEST, written by UBS Editorial Team US Editorial Team

Over time, investments in your taxable accounts (your savings outside your IRA, 401(k), and other tax-
advantaged accounts) will accumulate significant capital gains. When you transition from your working years
into retirement and begin to tap into your portfolio growth to finance your spending, it will likely trigger
capital gains taxes. Tax loss harvesting can help you to reduce this tax burden.

3 reasons to harvest capital losses

It may seem counterintuitive to sell investments after they've experienced a drawdown—after all, this goes against the
adage “buy low, sell high”—but there are three good reasons why tax loss harvesting can be an effective strategy:

1. To lower your taxes this year

When you buy a security and then sell it at a higher price than your purchase price (your “cost basis”), it generates a
capital gain. By contrast, selling a security at a lower price than your purchase price generates a capital loss. At the end of
each tax year, you owe taxes based on the net capital gains (gains minus losses) that you lock in—or “realize”— that year.

2. To keep your “tax dollars” growing

Without tax loss harvesting, you will need to pay capital gains taxes to the IRS when you sell your investments. This
depletes the amount you have left to invest today, but more importantly it reduces the dollars growing in your account.
This can add up to significant shortfall over time.

3. To avoid capital gains taxes altogether
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Tax loss harvesting is designed to help us defer paying taxes until later, but it is possible that the strategy will help you
avoid paying capital gains taxes altogether. There are two ways to avoid paying capital gains taxes:

a) Give the investment away during your lifetime.

When you gift an investment, the recipient will keep your cost basis (in most circumstances). If the recipient is a charity
or a family member with a low amount of taxable income, they will be able to sell the investment without incurring
capital gains.

b) Keep the investment through the end of your lifetime.

When you pass away, your heirs get a step-up in cost basis, which means that the unrealized capital gains taxes are
essentially forgiven.

3 implementation tips

1. Harvest capital losses throughout the year. \WWhen you realize capital losses today, you are building the potential
for tax-free capital appreciation in the future. If you have unrealized capital losses in your portfolio today, but you don't
realize them, you may miss out on this potential for tax-free growth in the future. Because markets tend to go higher
over time, and losses tend to be short-lived, the best way to implement tax loss harvesting is to make small trades in the
portfolio throughout the year as opportunities present themselves, rather than only looking to make a few large trades
toward the end of the year.

2. Target specific tax lots. \When looking for tax loss harvesting opportunities, we recommend looking at each specific
tax lot in your portfolio (a new “tax lot” is created every time you purchase shares of a security at a different date or price,
including reinvested income or dividends). When you sell shares in a security, you are able to select high-cost tax lots first,
which allows you to minimize capital gains and maximize capital losses.

3. Watch out for the “wash sale rule.” If you want to capture the capital loss, you need to abide by the “wash sale” rule:
You cannot have both “buy” and “sell” trades in the same security (or any investment that the IRS considers “substantially
identical,” including warrants and call options)—within 30 days of one another. If you do execute both a buy and a sell
within 30 days of each other—in any account that you or your spouse control, including IRA and 401(k) accounts—your
capital loss will be disallowed, and these disallowed losses will be added to the cost basis of the newly purchased securities.
This doesn't necessarily put you in a worse position than if you hadn't done the trade, but you may have missed the
opportunity to realize the capital loss.

3 strategies to consider

1. Tax swapping
2. Doubling down

3. Tax management overlay

Click here to review those three strategies for implementing tax loss harvesting

Conclusion: How much could tax loss harvesting help you?

During your next discussion with your financial advisor, we recommend that you ask them about how tax management
strategies can help you achieve your goals. Assuming that you are able to find a suitable replacement investment, and
you can implement these trades without significant transaction costs, we don't see any reasons not to harvest capital
losses in your taxable accounts.

In addition to the real financial benefits of realizing capital losses, tax loss harvesting can provide psychological benefits
by cleaning up your balance sheet. After tax loss harvesting, your portfolio will only contain positions with unrealized
capital gains—as irrational as it may be, refocusing your attention on the progress that you've made in your long-term
investing journey can instill additional confidence and reinforce the fact that you're continuing to make forward progress
on meeting your goals.

For more, see, Investment strategy insights: You should harvest capital losses now.
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Important note: Tax strategies can be complex. In addition to federal taxes imposed on ordinary income and capital
gains, there may be state and local taxes that must be considered before implementing a tax loss harvesting strategy.
Also, transaction costs that may apply from buying and selling securities need to be carefully considered. Each investor
should consult his or her own tax advisor concerning the tax consequences of any investment strategy they make or are
contemplating. UBS does not offer tax advice.

Disclaimer

This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes former
Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a
member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.

This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer or
solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment
instrument, or product, and does not recommend any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be suitable
or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal
restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted basis. No
offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any person
to whom it is unlawful to make such offer, solicitation, or sale.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current the
information contained herein. The views and opinions expressed in this material by third parties are not those of UBS.
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising
from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or
elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly stated,
no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.

Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures
may not be based on complete 12-month periods which may reduce their comparability and significance. Historical performance
is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document
may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the extent permitted
by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or
duty of care for any consequences, including any loss or damage, of you or anyone else acting, or refraining to act, in reliance
on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland AG,
authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.

Please visit https:.//www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
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