
Last fall, prior to the election, the issue of tax increases became a hot point.  Primarily 
the discussion of a change to capital gains taxes.  While in increase in the top tax 
bracket from 37% to 39.6% is small, the proposal to jump taxes on capital gains from a 
top rate of 20% to 39.6% is massive, an almost 100% increase (add in state and local 
taxes could push this to over 50%).  While this proposal, at this time, will affect only 
those with earnings of more than $1 million, the effects may be felt by all.  A couple of 
issues to bear in mind are, 1) there may be less investment in the stock markets as 
investors seek other opportunities that may carry a smaller tax burden -- less stock 
market investments may mean lower returns, and 2) fear of paying the tax may cause 
some investors to hold on to an investment that is declining in value to the point of a 
loss.  It’s important to remember this is just in the proposal stage and will need to get 
past both houses of congress, and the size of this tax hike may have opponents on both 
sides of the aisle.  Whatever the outcome, make sure to discuss your situation with 
your financial and tax professionals to determine how to address your situation. 
----Chuck 
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Now and again, the price action on Wall Street can surprise even the most seasoned investors. 
 
Look no further than when President Biden in late April proposed an increase in the tax on 
capital gains to 39.6% from 20% for those Americans who earn more than $1 million.1 
 
Stocks dropped on the news, with the Standard & Poor’s 500 index down nearly 1% for the 
day.2 
 
The “sell first, analyze later” reaction was curious since both Main Street and Wall Street largely 
expected the proposal. Several times on the campaign trail Biden said he wanted America’s 
wealthiest households to contribute more as a percentage of their income.3 
 
It’s critical to remember that any capital gains tax proposal will likely face a long, uphill battle 
before becoming law. One prominent investment bank already has said it projects a more 
modest increase in the rate, which may land at around 28%.4 
 
So, at this point, it's uncertain what type of legislation will be taken up by Congress but 
challenging yourself to be patient during this period of debate and uncertainty may be helpful. 
 
Remember, this article is for informational purposes only. It is not a replacement for real-life 
advice. Any portfolio changes may require input from your tax or accounting professionals.  
 



The S&P 500 Composite Index is an unmanaged index that is considered representative of the overall U.S. stock market. Past performance does 
not guarantee future results. Individuals cannot invest directly in an index. 
 
Investing involves risks, and investment decisions should be based on your own goals, time horizon, and risk tolerance. The return and principal 
value of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost. 
 
This material was prepared by MarketingPro, Inc., and does not necessarily represent the views of the presenting party, nor their affiliates. This 
information has been derived from sources believed to be accurate. Please note - investing involves risk, and past performance is no guarantee 
of future results. The publisher is not engaged in rendering legal, accounting or other professional services. If assistance is needed, the reader is 
advised to engage the services of a competent professional. This information should not be construed as investment, tax or legal advice and 
may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor recommendation to purchase or sell 
any investment or insurance product or service, and should not be relied upon as such. All indices are unmanaged and are not illustrative of any 
particular investment. 
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