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Tax Loss Harvesting is a term that gets thrown around frequently in the wealth management 
industry, but is infrequently accompanied by a definition, purpose or real-life example. Let’s look at 
what tax loss harvesting is, why it is important, and one example to help see its value. 

To start, here are two definitions. First, tax loss harvesting is the timely selling of securities at a 
loss in order to offset the amount of capital gains tax due on the sale of other securities at a 
profit.1 Second, capital gains tax is the tax apportioned to a profit an investor makes when an 
investment is sold. It is essential to understand these two definitions in order to see why tax loss 
harvesting is beneficial.  

When using this strategy, investments that are showing losses in value can be sold to claim a tax 
credit against other investments that were sold in profitable positions during the same year – thus 
reducing the overall tax burden. This strategy can be deployed at any time during the year, but 
most investors will wait until the end of the year so that they have a better understanding of their 
portfolio’s performance and tax consequences. Over the long run, tax loss harvesting can save you 
money which effectively increases your after-tax return. 

Let's look at a quick and straightforward example.   Suppose an investor achieves a capital loss by 
selling an investment for $13,000 when they paid $20,000. If the investor utilizes the $7,000 capital 
loss ($20,000 minus $13,000) against an equivalent amount of capital gains, they could reduce 
their tax bill by $1,050 (assuming their long-term capital gains rate is 15%: 
$7,000 X 15% = $1,050). 

At MCF, we focus on  holistic financial planning . . Tax planning    is a very important piece   of the 
whole picture.   Beyond the noted advantages in the current year, tax loss harvesting can also 
create losses to carry forward to use in later years. If you have more losses than gains, the IRS 
limits you to $3,000 that you may use to offset ordinary income in the current year, while the rest 
of your losses may be carried forward indefinitely and used against future gains. 

Please reach out to me  or anyone on the MCF team to see how this strategy may be tailored 
specifically to you.     

Source: 1 Investopedia "Tax Loss Harvesting"



IMPORTANT DISCLOSURE INFORMATION 

MCF Advisors, LLC (“MCF”) is a SEC registered investment adviser. Registration as an investment adviser does not 
imply a certain level of skill or training. The oral and written communications of an adviser provide you with 
information about which you determine to hire or retain an adviser. More information about the adviser can also be 
found by visiting: https://adviserinfo.sec.gov/. This is not intended as an offer or solicitation with respect to the 
purchase or sale of any security. MCF may only transact business in those states in which it is registered, or 
qualifies for an exemption or exclusion from registration requirements. Please remember that past performance 
may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can 
be no assurance that the future performance of any specific investment, investment strategy, or product (including 
the investments and/or investment strategies recommended or undertaken by MCF), or any non-investment related 
content, made reference to directly or indirectly in this blog/newsletter will be profitable, equal any corresponding 
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. 
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be 
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information 
contained in this blog/newsletter serves as the receipt of, or as a substitute for, personalized investment advice 
from MCF. To the extent that a reader has any questions regarding the applicability of any specific issue discussed 
above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her 
choosing. MCF is neither a law firm nor a certified public accounting firm and no portion of this content should be 
construed as legal or accounting advice. A copy of MCF’s current written disclosure statement and customer 
relationship summary (“Form CRS”) discussing our advisory services and fees continues to remain available upon 
request. The scope of the services to be provided depends upon the needs of the client and the terms of the 
engagement. If you are a MCF client, please remember to contact MCF, in writing, if there are any changes in your 
personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services.  




