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Capital Gains and Losses
Individuals, Estates, and Trusts 1
The Internal Revenue Code2 has long distinguished between income paid due to a person’s
individual effort (such as wages or self-employment earnings), and income received from the
profitable sale of assets known as “capital” assets. Wages and salaries are classified as
“ordinary” income. Gain from the sale of a capital asset is termed a “capital” gain. Gains
from the sale of capital assets that meet certain requirements are generally accorded more
favorable tax treatment than ordinary income.

Basic Terminology
There are several concepts essential to understanding capital gains and losses.
●

●

Capital asset: The law defines the term “capital” asset in a negative sense by first
declaring that all types of property are capital assets, and then listing certain
exceptions. (See IRC Sec. 1221.) Assets such as stocks, bonds and other securities
held by individuals are capital assets. In general terms, assets that are held for
investment purposes are capital assets. Some assets are not capital assets by
definition, but may be treated as such if used in a trade or business, and sold or
exchanged at a gain.
Holding period: This is the length of time an asset is owned, beginning on the day
after it is acquired and ending on the day it is disposed of. The amount of time an
asset has been held impacts the tax treatment of any gain or loss when the asset is
sold. The law currently provides for two holding periods: short-term and long-term.
Short-term assets are those held exactly 12 months or less. Long-term assets are
those held more than 12 months.

Capital Losses
At the end of a tax year, a taxpayer’s capital gains and losses are totaled and compared. If
losses exceed gains, a taxpayer may use up to $3,000 of losses to offset other ordinary income
($1,500 if married filing separately). See IRC Sec. 1211(b). Losses that exceed the $3,000 limit
may be carried to future tax years until used up. If a taxpayer dies, any un-used capital loss is
gone forever; it may not be carried over to future tax years.
1
2

Corporate taxpayers are subject to different rules regarding capital gains.
The discussion here concerns federal income tax law; state or local income tax law may differ.
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Capital Gains and Losses
Capital Gains
Ordinary income such as wages and salaries can be taxed at marginal federal income tax rates
as high as 37.0% Short-term capital gains are treated as ordinary income, taxable at the
taxpayer’s highest rate. Long-term capital gains are taxed at rates which are capped, and
which may be less than a taxpayer’s regular rate.

Long-Term Capital Gains Tax Rates
Prior to the Tax Cuts and Jobs Act of 2017, the tax rate applied to individual long-term capital
gains was linked to two factors:
●

●

Taxpayer’s income tax bracket -Those with a marginal tax bracket of less than 15.0%
paid tax on capital gains at a 0.0% rate. Taxpayers with a marginal tax bracket
between 15.0% and 39.6% paid tax on capital gains at a 15.0% rate. Finally, those with
a marginal tax rate of 39.6% paid tax on capital gains at a 20% rate.
Type of capital gain – By statute, real estate depreciation treated as capital gain was
taxed at a 25.0% rate and gain from the sale of collectibles was taxed at a 28.0% rate.

The Tax Cuts and Jobs Act of 2017 (JCTA), effective for 2018 – 2025, changed the individual
income tax rate structure1. Under prior law, individuals paid tax at marginal rates that
included 10.0%, 15.0%, 25.0%, 28.0%, 33.0%, 35.0%, and 39.6%. TCJA introduced a tax rate
structure that included marginal rates of 10.0%, 12.0%, 22.0%, 24.0%, 32.0%, 35.0%, and
37.0%.
TCJA generally retained the prior-law maximum rates on long-term capital gains. However,
rather than linking the capital gains tax rates to the new tax rate structure, TCJA retained the
2017 dollar breakpoints for the 15.0% bracket and the 20.0% bracket and, for 2018, indexed
them for inflation.2 The table on the following page shows the capital gains tax rates
applicable at various levels of taxable income in 2017 and 2018.

1
2

Under the TCJA, the individual income tax rate structure applicable in 2017 will return for tax years after 2025.
The breakpoints are subject to adjustment for inflation in future years.
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Capital Gains and Losses
Item

2017 Breakpoint

2018 Breakpoint

Capital
Gains Rate

Tax Bracket is less
than 15%

15.0% bracket is reached when
taxable income reaches: Single:
$37,950 HoH: $50,800; MFJ:
$75,900; MFS: $37,950

Taxable income less than:
Single: $38,600; HoH: $51,700;
MFJ: $77,200; MFS: $38,600

Tax bracket is equal
to or more than
15.0% and less than
39.6%

39.6% bracket is reached when
taxable income reaches: Single:
$418,400; HoH: $444,550; MFJ:
$470,700; MFS: $235,350.

Taxable income less than:
Single: $425,800; HoH:
$452,400; MFJ: $479,000; MFS:
$239,500.

15%

Tax bracket is 39.6%

39.6% bracket is reached when
taxable income reaches: Single:
$418,400; HoH: $444,550; MFJ:
$470,700; MFS: $235,350.

Taxable income equal to or
more than: Single: $425,800;
HoH: $452,400; MFJ: $479,000;
MFS: $239,500.

20%

Real estate
depreciation treated
as capital gain1

N/A

N/A

Sale of Collectibles

N/A

0%

25%
N/A

28%

Special Rules for Personal Residence
Under current law, a taxpayer may exclude from income up to $250,000 of gain from the sale
of a principal residence, if the taxpayer has owned and used the property as his or her
principal residence for at least two years of the five-year period ending on the date of the sale
or exchange. Only one such exclusion is permitted every two years.
For married couples filing a joint return, the maximum exclusion amount is increased to
$500,000 if (a) either spouse meets the ownership requirement; (b) both spouses meet the use
requirements, and (c) neither spouse is ineligible because of the one sale every two years
rule. If a married couple does not meet the requirements for the $500,000 exclusion, the
amount of gain eligible for exclusion is the sum of the amounts to which each spouse would
be entitled if they had not been married.

1

Gain in excess of recaptured depreciation is taxed at the taxpayers’s regular capital gains rate.
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Capital Gains and Losses
The surviving spouse of a couple who had jointly owned and occupied a residence and who
met the general requirements discussed above immediately before the deceased spouse’s
death, may exclude up to $500,000 of gain as long as the sale of the residence takes place
within two years of the date of the deceased spouse’s death.
The law also provides for a reduced maximum exclusion for taxpayers who do not meet the
requirements to qualify for the full $250,000 ($500,000 if married) exclusion, and who sell or
exchange a principal residence because of changes in place of employment, health, or
unforeseen circumstances.
Beginning with sales or exchanges after January 1, 2009, gain from the disposition of a
principal residence attributable to periods of “nonqualified use” is not excluded from gross
income. Nonqualified use, generally, is a period of time (beginning on or after January 1,
2009) when the property is not used by the taxpayer or the taxpayer’s spouse (or former
spouse) as a principal residence. Common examples of such nonqualified use include use of
the property as a rental or vacation home.
A member of the U.S. armed forces, U.S. Foreign Service, Peace Corps volunteers, or specified
members of the intelligence community serving on qualified extended duty may choose to
suspend the five-year period of use and ownership for up to 10 years.
An individual who acquires his or her principal residence in an IRC Sec. 1031 “like-kindexchange” must own the property for five years before the exclusion applies.

Timing of Capital Gains Transactions
Note that a taxpayer generally controls when a capital asset will be sold and can, therefore,
choose the year in which a gain or loss is to be included in his or her taxable income.

Seek Professional Guidance:
The income tax treatment of capital gains and losses is complex and often confusing.
Individuals facing decisions concerning the tax implications of the sale or exchange of a
capital asset are strongly advised to first consult with a CPA, IRS enrolled agent, or other
competent professional.
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Important Notice
This report is intended for educational and informational purposes only and to serve as a
basis for further discussion with your other professional advisors. Although great effort has
been taken to provide accurate numbers and explanations, the information in this report
should not be relied upon for preparing tax returns or making investment decisions.
Assumed rates of return are not in any way to be taken as guaranteed projections of actual
returns from any investment opportunity. The actual application of some of these
concepts may be the proper responsibility of your attorney.
Please note, this is neither an offer to sell any security or an offer to purchase any security.
Nothing in this report is intended as legal or specific financial or investment advice or
intended to address the objectives or needs of specific individuals. If you require legal or
specific financial or investment assistance please consult your own attorney, financial
planner or Trustee for legal or financial advice. Furthermore, any historical performance data
contained herein represents past performance and does not guarantee future results. This
report may also contain forward-looking statements based on current expectations,
estimates and projections based on beliefs and assumptions of the presenter. Current and
future performance may be different than the performance data presented or may differ
materially from what is expressed or forecasted.
Neither we nor any third parties provide any warranty or guarantee as to the accuracy,
timeliness, performance, completeness or suitability of the information and materials found
or offered in this report for any particular purpose. You acknowledge that such information
and materials may contain inaccuracies or errors and we hereby disclaim liability for any such
purported inaccuracies or errors to the fullest extent permitted by law.
Motorhome and Money Tour, LLC has made the information in this report available for
educational and informational purposes only. The information provided is not to be
construed as financial, investment, tax, or legal advice. Motorhome and Money Tour, LLC is
neither a law firm nor a CPA firm. Tax rules noted in this report are for general information,
and the application of such depends on the situation of the particular taxpayer. You should
not act upon this information without first seeking professional counsel from your own tax or
legal advisor to determine the consequences of a proposed transaction.
Your use of any information or materials in this report is entirely at your own risk, for which
we shall not be liable. It shall be your own responsibility to ensure that any products, services
or information accessed through this report meet your specific requirements, and Motorhome
and Money Tour, LLC makes no guarantee as to the information’s usefulness or applicability
to your particular circumstances.

The information that follows is intended to serve as a basis for further discussion with your
financial, legal, tax and/or accounting advisors. It is not a substitute for competent advice
from these advisors. The actual application of some of these concepts may be the practice of
law and is the proper responsibility of your attorney. The application of other concepts may
require the guidance of a tax or accounting advisor. The company or companies listed below
are not authorized to practice law or to provide legal, tax, or accounting advice.
Although great effort has been taken to provide accurate data and explanations, and while
the sources are deemed reliable, the information that follows should not be relied upon for
preparing tax returns or making investment decisions. This information has neither been
audited by nor verified by the company, or companies, listed below and is therefore not
guaranteed by them as to its accuracy.
If a numerical analysis is shown, the results are neither guarantees nor projections, and
actual results may differ significantly. Any assumptions as to interest rates, rates of
return, inflation, or other values are hypothetical and for illustrative purposes only.
Rates of return shown are not indicative of any particular investment, and will vary over
time. Any reference to past performance is not indicative of future results and should
not be taken as a guaranteed projection of actual returns from any recommended
investment.
You understand and hereby agree that the Motorhome and Money Tour, LLC does not
recommend any security, financial product or instrument, nor does any mention of such
item in this report constitute a recommendation to buy, sell, or hold that or any other
security, financial product or investment discussed herein. You further understand and
hereby agree that the Motorhome and Money Tour, LLC does not offer or provide any
investment advice or opinion regarding the nature, potential, value, suitability or profitability
of any particular security, portfolio of securities, transaction, note or real estate investment
strategy or other matter. You hereby agree that any investment decisions you make will be
based solely on your evaluation of your financial circumstances, investment objectives, risk
tolerance, financial condition, and liquidity needs. Motorhome and Money Tour, LLC shall not
be responsible or liable for the accuracy, usefulness or availability of any information
transmitted via this report, and shall not be responsible or liable for any trading or
investment decisions made based on such information.
Neither Motorhome and Money Tour, LLC nor its partners, affiliates or subsidiaries shall be
obligated to purchase any asset based on the information contained in this report. Nothing in
this report shall be construed as an offer to buy or a solicitation to sell any type of asset.
By using this report, you understand and agree that you are not engaging Ryan Parson or
Motorhome and Money Tour, LLC as financial planners or investment advisors or to perform
any financial planning or investment advisory services.

Disclosure Notice
The information that follows is intended to serve as a basis for further discussion with your
financial, legal, tax and/or accounting advisors. It is not a substitute for competent advice
from these advisors. The actual application of some of these concepts may be the proper
responsibility of your attorney. The application of other concepts may require the guidance of
a tax or accounting advisor. The company or companies listed below are not authorized to
practice law or to provide legal, tax, or accounting advice.
Although great effort has been taken to provide accurate data and explanations, and while
the sources are deemed reliable, the information that follows should not be relied upon for
preparing tax returns or making investment decisions. This information has neither been
audited by nor verified by the company, or companies, listed below and is therefore not
guaranteed by them as to its accuracy.
If a numerical analysis is shown, the results are neither guarantees nor projections, and
actual results may differ significantly. Any assumptions as to interest rates, rates of
return, inflation, or other values are hypothetical and for illustrative purposes only.
Rates of return shown are not indicative of any particular investment, and will vary over
time. Any reference to past performance is not indicative of future results and should
not be taken as a guaranteed projection of actual returns from any recommended
investment.
Please note, our presenters may be subject to some bias or conflicts of interest, based on their
real world experience. The Motorhome and Money Tour, LLC experts didn’t become experts in
this field by accident – our experts invest in this space as well. By virtue of pursuing the
investment strategies that Motorhome and Money Tour, LLC is sharing with the members of the
Mile Marker Club, certain conflicts of interest may arise from time to time. In particular, Ryan
Parson is the Chairman/Chief Investment Officer at Heritage Capital USA, Inc. and Director of
Investor Relations at Colonial Capital Management. Both Heritage Capital USA, Inc. and Colonial
Capital Management are investment firms that connect accredited investors with private
lending and real estate investment opportunities. His activity in this space helps inform his
presentations, but may also create certain conflicts of interest.

