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Restricted Stock: When to Sell and Why 
Sound Management for a Secure Future 
 

You love the company you work for, intend to stay, and believe in its long-term success. 
 

Why would you sell the restricted stock you just received? 
 

The Future Unknown 
_____________ 
 

Cautionary Tales of Expectations Upended 

The Boeing Company saw the price of its stock increase over 270% in 3 years from March 2016 to March 
2019, coinciding with the introduction of their much-anticipated Boeing 737 MAX.  In the context of one of 
the strongest domestic economies in history, coupled with record air travel, it seemed there were only clear 
skies ahead for Boeing.   
 
On March 10, 2019,  Ethiopian Airlines Flight 302, operating a Boeing 737 MAX, crashed shortly after take-
off from Addis Ababa airport killing all 157 on-board.  This crash came a mere 4 months after a similar crash 
of a Boeing 737 MAX in Indonesia, which also tragically killed all aboard and had been initially attributed to 
inadequate pilot training.  Following this second crash, the 737 MAX was grounded worldwide.  In the 
months afterward, Boeing completely suspended their production of the 737 MAX. 
 
A veteran Boeing Employee became vested with 228 units of restricted stock on February 28, 2019, worth 
$100,310 when Boeing’s share price closed at $439.96.  Upon vesting, (s)he was taxed on this amount at a 
federal marginal rate of 35%.  As the employee worked at Boeing’s Huntington Beach, CA office, an 
additional 9.3% in California state income taxes was paid on this amount.  If the employee had sold these 
228 units upon vesting, he/she would have received $55,873 net of taxes.  As of the end of the last week of 
October 2020, Boeing’s share price had declined to $144.39.  The value of 228 units, once worth over $100k 
at vesting, could be sold for a mere $32,921. 
 
If the employee had instead sold the 228 units upon vesting and reinvested the proceeds in a diversified 
equity index fund like SPY (S&P 500 ETF), the $55,873 net of tax value from the sale of restricted stock would 
be worth $65,469 (a 17% return).  Retention rather than divestiture and reallocation of the Boeing RSUs cost 
the employee $32,548, nearly 1/3 of the initial award value. 
 
The experience of the Boeing employee is not uncommon.  Holding individual stock positions carries 
embedded risk specific to the issuing corporation, not necessarily the general state of the economy.  
Diversification reduces these risks.   
 

https://en.wikipedia.org/wiki/Ethiopian_Airlines_Flight_302
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Other Cautionary Tales of RSU Retention Regret: 
 
 

 
 
 

 
 
 

 
 

 

When to Sell RSUs and Why 
 _____________ 
 

Protecting and Preserving What You Have Earned 

When should you sell RSUs? The financially sound wealth management answer; immediately upon vesting.   

Why? Because ultimately the future is unknown.   

Is it possible that your stock will continue to outperform? Yes, but it is also possible that an exogenous event 
or change in corporate circumstances beyond the control of you or your company can devastate the share 
price, even as the rest of the economy and stock market remain strong. 

Stock
Date of $100k 
RSU Award

Share Price 
on Award 
Date

Units 
Awarded

Units Retained 
Net of Taxes

12/1/20 
Share 
Price

12/1/20 Value 
of Units 
Retained

Viasat (VSAT) 5/20/2019 $94.25 1061.01 590.98 $34.83 $20,583.88
S&P 500 Index (SPY) $282.78 196.97 $365.98 $72,088.15

Cost of 
Retention -$51,504.26

Stock
Date of $100k 
RSU Award

Share Price 
on Award 
Date

Units 
Awarded

Units Retained 
Net of Taxes

12/1/20 
Share 
Price

12/1/20 Value 
of Units 
Retained

NuVasive Inc. (NUVA) 7/17/2017 $79.92 1251.25 696.95 $46.49 $32,401.06
S&P 500 Index (SPY) $246.88 225.62 $365.98 $82,570.83

Cost of 
Retention -$50,169.76

Stock
Date of $100k 
RSU Award

Share Price 
on Award 
Date

Units 
Awarded

Units Retained 
Net of Taxes

12/1/20 
Share 
Price

12/1/20 Value 
of Units 
Retained

Ionis Pharmaceuticals (IONS) 4/1/2019 $84.99 1176.61 655.37 $51.08 $33,476.36
S&P 500 Index (SPY) $288.57 193.02 $365.98 $70,641.74

Cost of 
Retention -$37,165.37
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Selling your RSUs and investing in a diversified equity portfolio is the difference between placing a large bet 
at the racetrack on a single horse (company) to win and placing smaller bets on the whole field (the 
economy) to complete the race.  You may win big with the single bet, but you may also lose big.  By contrast, 
if you bet the field, so long as the pack advances, which the U.S. economy has and will likely continue doing, 
you will come out ahead over time. 

 
Facts and Misconceptions About RSUs 
 
Immediate Taxation Upon Vesting 

RSUs are taxed as ordinary income upon vesting.  This means the dollar amount of the award upon vesting 
will be taxed at your marginal federal and state tax rate in the year they vest, whether you hold them long-
term or sell them immediately. 

 

No ‘Special’ Capital Gains Treatment  

Many people erroneously believe that RSUs receive special long-term capital gains treatment and if they 
simply hold them for a year or more the value will be taxed at long-term capital gains tax rates, which are 
substantially lower than ordinary income tax rates.   

Only the amount of gain above what you have already been taxed, at your ordinary income tax rates, is 
eligible for long-term capital gains tax treatment upon sale if held for more than a year.  Essentially, someone 
who bought your company stock for $100,000, held it for a year and a day, and then sold it for $120,000 will 
receive the same capital gains treatment on their long-term capital gain as someone who received 
$100,000s of RSUs, then held them for a year and a day, and sold them for $120,000.  The difference is that 
the employee who receives $100,000 of RSUs will pay $44,300 (35% federal, 9.3% CA) in taxes in the year the 
RSUs vest, while the investor will not pay taxes until sale. 
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Pacific Wealth Management is a fee-based, fiduciary firm offering comprehensive Retirement 
Planning expertise. 
 
Our disciplined retirement planning process includes: 

• Goals-Based Needs Analysis 
• Social Security Planning 
• Long-Term Projections  
• Monte Carlo Analysis 
• 401(k), 403(b), 457 retirement plan analysis 
• Retirement Distribution Strategies 
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