QUESTION: I have stock that I have held for 35-40 years. I am now preparing to retire. Can you summarize the current status of long term capital gains? Is it advantageous to sell in 2008, 2009 or ???
Thanks
D Henn
Henn, Denis [dhenn@dantel.com]
This is a tough question to answer with any certainty.  First, let us consider a sale before the end of 2008.  Since you have held the stock for more than one year, any gains will be long term in nature. For the 2008 tax year there is no tax on long-term capital gains as long as your total taxable income doesn’t put you beyond the 15 percent tax bracket for ordinary income (income limit is $32,550 for single filers, and $65,100 for couples filing jointly).  If your income levels are above this, you will pay a flat 15% long term capital gains tax on the difference between your original cost (basis) for the stock and what it sells for. 
 If you have been reinvesting dividends over the years, then you have been paying tax on those gains that bought those new shares year by year.  You don’t want toa pay tax again on the shares acquired in that fashion.  However, you will need records of what the basis was for every share acquired in that fashion to calculate any gains or losses on those shares also.  This could be extremely complicated, and if this is the case, I hope your brokerage can supply that information.

As far as future years go, the new administration has indicated that capital gains tax rates will increase for the “wealthy.”  Whether or not the economic crisis will allow this for 2009 is yet uncertain.  If you are considered wealthy, then your capital gains rate might be higher in future years.
