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F.I.T. Focus – December 2019 

10 Things You Should Know About Capital Gains 
 

You’ve heard the investing adage to “buy low and sell high.” But selling stocks, bonds, or fund shares at a profit 
could have implications for your wallet beyond simply increasing its contents. 
  
1. There are capital gains and capital gains distributions. If you sell an investment for more than its cost basis (its 

purchase price adjusted for dividends and distributions), that’s a capital gain. Fund managers buy and sell holdings 
throughout the year and are legally required to pass profits from those sales on to shareholders—those are capital 
gains distributions. 
 

2. Capital gains distributions aren’t a response to action on your part. You can receive a capital gains distribution 
from a fund you still own. Funds are required to distribute nearly all the capital gains they accrue at least once a 
year.   

 
3. You could see distributions even if your fund is in the red. You can receive capital gains distributions even if the fund 

you own posted negative returns for the year. This happens when a fund manager sells underlying shares for a profit 
even though the fund itself experienced a loss. 

 
4. The tax man won’t cometh (in a retirement account). Unless they’re paid out to you in cash, capital gains 

distributions aren’t taxable if they’re from a fund you own in a tax-deferred account such as a 401(k), 403(b), or IRA. 
 
5. A gift that could keep on giving. In a tax-deferred account, if you reinvest your capital gains distribution to purchase 

additional shares, it’s not a taxable event. 
 
6. For non-retirement accounts, how much you owe Uncle Sam depends on length of ownership. If an asset is sold 

within a year or less of its purchase, it’s considered a short-term capital gain and is taxed at the same rate as your 
ordinary income. Investments sold after more than one year are considered long-term capital gains and are 
generally taxed at a lower rate than your ordinary income (see tables below). 

 
7. Dividends are different. Dividends are a share of earnings paid to current shareholders, typically at regular intervals. 

If you own individual stocks, dividends may be paid directly from the company to you. If you own a fund, it could 
distribute dividends to you, too. Conversely, capital gains are only created when an asset is sold, either by you or by 
your fund manager. 

 
8. Look for IRS Forms 1099. If you still own your investments, you’ll likely receive a Form 1099-DIV. It lists all your 

dividend or capital gains distributions for the previous tax year. If you sold an investment, Form 1099-B shows your 
capital gains (or capital losses if you sell an investment for less than its cost basis). 
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9. If you win some but lose more, it changes the situation. In taxable accounts, if all your capital losses are greater 

than your capital gains after netting them out on Form 1099-B, it could negate your tax liability. You may also be 
able to deduct up to $3,000 of your losses on your tax return each year if they exceed your gains, and you can carry 
those losses forward in future years. 

 
10. Some funds distribute more than others. Exchange-traded funds (ETFs), for example, tend to have relatively low 

turnover (e.g. they buy and sell securities less frequently), so they may have lower capital gains distributions than 
many other investments. 

   

TAX RATES FOR LONG-TERM CAPITAL GAINS VARY BY INCOME LEVEL 

2019 Capital Gains Tax Brackets 

Single Filers 

 
Income Level Tax Rate 

<$39,375 0% 

Between $39,375 and $434,550 15% 

>$434,550 20% 
 

Married Filing Jointly 

 
Income Level Tax Rate 

<$78,750 0% 

Between $78,750 and $488,850 15% 

>$488,850 20% 
 

Head of Household 

 
Income Level Tax Rate 

<$52,750 0% 

Between $52,750 and $461,700 15% 

>$461,700 20% 
Data sources: TaxFoundation.org and Hartford Funds, as of 2/19. 

 

 

If you have any questions regarding this report, please contact us at info@atwob.com or 914.302.3233 
 

Point B Planning, LLC d/b/a AtwoB  |  23 Parkway, 2nd Floor Katonah, NY 10536  |  www.atwob.com 
 
 
 
 
 

mailto:info@atwob.com
file://192.168.100.2/AtwoB/Marketing/Monthly/FIT%20Focus/www.atwob.com


Page 3 of 3 
 

 

 

Important Disclosure Information 

 
Important Risks: Investing involves risk, including the possible loss of principal. Diversification does not ensure a profit or protect against a loss in a 
declining market. Past performance is not a guarantee of future results. Indices are unmanaged and not available for direct investment. 
 
This information should not be considered investment advice or a recommendation to buy/sell any security. In addition, it does not take into account 
the specific investment objectives, tax, and financial condition of any specific person. This information has been prepared from sources believed 
reliable but the accuracy and completeness of the information cannot be guaranteed. 
 
This material and/or its contents are current at the time of writing and are subject to change without notice. This material may not be copied, 
photocopied or duplicated in any form or distributed in whole or in part, for any purpose, without the express written consent of Hartford Funds 
Distributors, LLC.   
  
The views expressed in this report are as of the date of the report, and are subject to change based on market and other conditions. This report 
contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any 
future performance and actual results or developments may differ materially from those projected. 
 
Past performance is not a guarantee of future returns. Investing involves risk and possible loss of principal capital.  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 AtwoB, or any non-investment related content, 
made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be 
suitable for your portfolio or individual situation, or prove successful.  Historical performance results for investment indices and/or categories have 
been provided for general comparison purposes only, and generally do not reflect the deduction of any fees or expenses, transaction and/or 
custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of 
decreasing historical performance results.  It should not be assumed that your account holdings correspond directly to any comparative indices 
and/or categories. 
 
Please note that nothing in this report post should be construed as an offer to sell or the solicitation of an offer to purchase an interest in any 
security or separate account. Nothing is intended to be, and you should not consider anything to be, investment, accounting, tax or legal advice. If 
you would like investment, accounting, tax or legal advice, you should consult with your own financial advisors, accountants, or attorneys regarding 
your individual circumstances and needs. Advice may only be provided by AtwoB after entering into an advisory agreement. Moreover, you should 
not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment 
advice from AtwoB.  If you are an AtwoB client, please remember to contact AtwoB, 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.  AtwoB is 
neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting advice.  
A copy of the AtwoB’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request.   
 


