
Capital Gains
AND REAL ESTATE

WHAT ARE CAPITAL GAINS?
When you sell a property for more than what you paid, the profit is called a capital gain. This gain is
taxable and can impact your financial outcome from a sale.

CAPITAL GAINS TAX
Capital gains tax is the tax on the profit you make when selling a property. It’s calculated based on
the difference between the sale price and the original purchase price (also known as your cost
basis), minus certain allowable deductions.

THERE ARE TWO TYPES OF CAPITAL GAINS TAXES:
Short-Term Capital Gains: If you owned the property for less than a year, your profit is taxed as
ordinary income.
Long-Term Capital Gains: If you owned the property for more than a year, you qualify for a
lower tax rate—typically 0%, 15%, or 20% based on your income.

PRIMARY RESIDENCE EXCLUSION
If the home you are selling is your primary residence, you may be eligible to exclude a portion of
your capital gains from taxes:

$250,000 for single filers
$500,000 for married couples filing jointly
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HOW TO QUALIFY:
01 - You must have owned and lived in the home as your main residence for at least 2 out of the
last 5 years before selling.

02 - You must not have used the exclusion in the past two years.

STRATEGIES TO REDUCE CAPITAL GAINS TAXES
Hold the Property for More Than a Year: By holding onto the property for over 12 months,
you’ll benefit from lower long-term capital gains tax rates.
Use the 1031 Exchange: This allows you to defer taxes by reinvesting proceeds from the sale
into a similar type of property.
Deduct Selling Expenses: Fees like agent commissions, advertising costs, and title insurance can
reduce your taxable gain.

PLANNING AHEAD
Understanding capital gains and the tax implications of selling a property is essential to ensuring
you keep more of your hard-earned profit. By taking advantage of exclusions, tax strategies, and
professional advice, you can significantly reduce your tax burden. Consult with a tax advisor or real
estate expert to make the most informed decisions for your financial future.
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