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Investors can maximize the return on their investments by minimizing 
their tax burden. This document covers 6 tax-saving strategies to 
consider when evaluating your investment options.

When you sell an investment asset that has been held for less than 
one year, the profits are considered short-term capital gains and taxed 
as ordinary income which may be as high as 40.8% for federal taxes.  
However, if you hold an investment for at least one year, then the 
profits are considered long-term capital gains and taxed at no more 
than 23.8% for federal taxes.  

Try to hold appreciating assets for at least a year to benefit from the 
lower tax rate.  Otherwise, if you plan to hold for less than a year, 
consider using a tax-deferred retirement account from which to make 
the investment.

Long-term vs. Short-term Capital Gains

Another way to reduce your capital gains tax is to donate stocks to 
your favorite charitable organization. Stocks that have appreciated can 
be donated to a qualified nonprofit and you will be able to claim the 
full market value as a deduction without having to pay capital gains.

You might also consider establishing a donor-advised fund particularly 
if you are in a high-income year. You’ll maintain some control over how 
the funds are distributed and receive immediate tax benefits. Your 
dollars will grow tax-free, and you’ll be supporting your favorite 
nonprofit organizations at the same time.

Become a Philanthropist
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When you sell assets such as stocks at a loss, you reduce your tax 
liability by offsetting your capital gains. This is what’s known as 
tax-loss harvesting, and it comes with certain limitations. The IRS 
Wash-Sale Rule prevents an investor from selling a stock and 
repurchasing the stock within 30 days simply to harvest the loss.

You should also understand the application of long-term versus 
short-term losses. The IRS applies long-term losses against long-term 
gains first and short-term gains second. Likewise, short-term losses are 
applied to short-term gains first and then against the long-term.

Also, if capital losses exceed capital gains, you can offset up to $3,000 
of ordinary income in addition to your capital gains.  Any additional 
losses may be carried forward to future years.

Harvest Tax Losses

Make the maximum contribution allowed to any retirement accounts 
you have, especially if there is an employer matching program.  
Retirement accounts are a great way to invest and minimize taxes on 
gains.

There are certain limitations to consider for each type of retirement 
account. 401(k) contribution limits are slightly higher for 2021 with a 
maximum individual contribution is $19,500 per year. Catch-up 
contributions for individuals over 50 are capped at $6,500. Combined 
contributions from both you and your employer are capped at $58,000 
or $64,500 with a catch-up contribution.

Individual Retirement Account contributions for 2021 are capped at 
$6,000 per year until you turn 50 at which time the limit increases to 
$7,000. This is the combined limit for both traditional and Roth IRAs. 
IRA contributions may also be limited if you are contributing to an 
employer-sponsored retirement plan.

Max-out Contributions to Your Retirement 
Accounts
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These are just a few ways in which you can minimize your investment tax 
liabilities. This document provides a short overview and is not a 
substitute for talking with one of our advisors.  If you’d like to discuss 
your specific situation, please give us a call. 

Next Steps

When making investments, choose the right account type to maximize 
tax efficiencies. Consider making income investments such as taxable 
bonds or high-turnover stock funds through a 401(k) or IRA to defer 
the taxes owed. A taxable brokerage account may be a better option 
for tax-neutral investments. For example, tax-managed mutual funds 
or municipal bonds typically don’t generate high taxes to begin with. 
Municipal bonds typically generate income that is tax-free at the 
federal level and may also be tax-free at the state and local level.

Account Types Matter

It’s likely no surprise that real estate offers significant tax advantages. 
Income from real estate investments can be offset by numerous 
deductions including depreciation, marketing, advertising, 
maintenance, insurance, and utility costs. In addition, any gains from 
appreciation at the time of sale can be offset by rolling them into a 
new purchase, deferring the taxable income through a 1031
 exchange.

Invest in Real Estate
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About Symphona
When every component of your business is 
working together, those connections can create 
powerful and positive change. At Symphona, 
we are a proactive team of advisory focused 
accounting, consulting, and IT specialists. Our 
deep knowledge of business and collaborative 
spirit helps to identify opportunity.

Our experts work in close collaboration with 
everyone, including businesses of all sizes as 
well as individuals, to create value in each 
relationship. Symphona is where you’ll have all 
the accounting tools you need to secure your 
financial future in one convenient place.
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