@ YOUR MONEY
Harvest your losses

before the year ends

Reduce tax liability by
offsetting your capital
losses against gains

B VISHWAS PANJLAR

PROFITS OR LOSSES in your
stock portfaolio remaln notional
until thesaid profitloss are actu-
ally booked, e, when the shares
are sold and money i realised in
the bank account. While the
incomeaccnues continuously, for

portfoliooptimitation by enabling
investors to rebalance partiolios
wilthoul incurting significant tax
donsequence and an opportunity
ten el e iy the poetfalio. The mar-
ket corrections that we ane seaing
fooe thee past Bewedays, sy be due o
seyeral factors such as peroeived
overvaluation, pressure due o
st best Erigmers, ebc. However, tax
harvesting may also be a con-
tribiting faetor.

How to do it

First, identify the loss-making
investments by regularly moni-
toring the portfolio. After
analysing the market, sall loss-
meaking investments and ook
the capital loss. After selling,
inveeat U fsnds realised by rein-
vesting ina similar asset.

Claim the bosseswhile filing the

caleulating your taxes only the  TRamsd complste the process of Lo
nel income eacned (ncome that  loss harvesting, The 1T Act allosws
has actually been booked) vou tocarry fooward capital losses
between April 1 to March 318 for eight consecutive years; the
taxed under the [neome-Tax Act.  processol tax harvesting helps poe-
This is the genesis of tax-loss  cipitate thebenefitofthe s inthe
harvesting, a strat- g saiae year Also, while
egy to minimise tax  Longrterm capital  pngterm  capital
liability by selling losses can be bosses (losies arising
investments  that adjusted inst from sale of shares
have declined in wmﬂ-:;‘ﬂ hedd formoarethan 12
wilue just before the gains anly. But months] can be
vear end and wilis- ke ital adjusted  against
g the lodzes to off- LTCG anly, short-
et Earlier gains. losses can be term capital losses
. sdjusted against  can  be adjusted

Tax harvesting short-term capital  against STCG s well

This can be gains as well as as lonyg beom gains.

explained throughan long-term gains In conclusion,
example: If an indi- EE— L lods harvesting i
widual earns T101akh a smarl way aof
it shyort-term capital reducing your tax
grins(STOG o saleoflisted shares liability and enhancing post-tax

this year, hie mast pay 15% of this
arsount as tves whdch ssnoumnts to
215 Lakh Additionally, if the indi-
widual halds qtockes with an ure-
alise] Iz of T6 Lakh, Uy can sall
these stocks to reduce their net
STOG 1o T lakd

Accordingly, mstead of paying
taxes of T1.5 lakh, he would now
b b vy T60,000 e 1 5%00 T4
Lakh] in taxes, resulting in cverll
tax sawings. Further, if the investor
wiiils to maintain his position on
that stock, he can buy e shares
which are now trading at a lower
ot due do fall in prices.

Tax-boss harvesting allows for

réturns on your equity invest-
ments. However, it is not 4 one-
size-fits-all solution and requires
careful planning and execution
and after considering the trans-
action cost (including brokerage,
ete) associztod with buying 'sell-
ing. Considering that the finan-
cial year end is fast approaching,
investars should review their
existing portfolio position and
evaluate the possibility of har-
vesting thedr tax bosses.
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