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Table 1.2

Capital Gains in Adjusted Gross Income (AGI)
as a Percentage of AGI by AGI Class, 1973

Capital | | Capital | Cumulative
gains | Total | gains | percentage of:
AGI in AGI | AGI | asX | Capital
(Sthou) (Smil) | (Smil) | of AGI | AGI gains
5 or less 315 30,284 1.0 4.5 2.7
5-10 1,365 110,370 15 21.1 14.5
10-15 1,201 172,159 057 46.8 24.8
15-20 978 136,043 0.7 67.2 33.3
20-30 1,482 118,916 1.2 85.0 46.0
30-50 1,589 52,588 3.0 92.9 59.7
50-100 1,638 30,699 5x3 97.5 73.9
100-200 1,338 10,513 12.7 99.1 85.4
200-500 821 3,999 20.5 99.7 92.5
500-1,000 455 1,102 41.3 99.8 96.4
1,000+ 416 995 41.9 100.0 100.0
Total 11,598 667,668 1.7
Office of the Secretary of the Treasury August, 1985

Office of Tax Analysis

Source: 1973 Sales of Capital Assets Study, Five-Year Panel.
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Table 1.4
Permanent Capital Gains in Permanent Adjusted Gross Income

(AGI) as a Percentage of Permanent AGI by
Permanent AGI Class, 1971-1975 1/

| [ | Permanent
| Permanent| |capital Cumulative
| capital | Total | gains percentage of:
Permanent | gains | permanent| as % of Permanent
AGI | in AGI | AGI | permanent | Permanent| capital
(Sthou) | (Smil) | (Smil) |  AGI AGI gains
5 or less 520 32,494 1.6 4.9 4.8
5-10 1,848 120,397 1.5 23.0 21.7
10-15 1,297 171,054 0.8 48.7 33.5
15-20 1,263 139,557 0.9 69.6 45.1
20-30 1,454 112,627 1.3 86.6 58.4
30-50 973 46,970 2.1 93.6 67.3
50-100 1,445 28,084 5.1 97.9 80.5
100-200 905 8,992 10.1 99.2 88.8
200-500 752 3,692 20.4 99.8 95.7
500-1,000 279 890 31.4 99.9 98.2
1,000+ 195 676 28.8 100.0 100.0
Total 10,931 665,431 1.6
Office of the Secretary of the Treasury August, 1985

Office of Tax Analysis

1/ Permanent capital gains are defined as the taxpayer’s average

realized capital gains in AGI for the years 1971-75, and
permanent AGI is defined as the taxpayer’s average AGI for the
years 1971-75.

Source: 1973 Sales of Capital Assets Study, Five-Year Panel.





















































































Table 1.13

Maximum Marginal Tax Rates on Long-Term Capital Gains, 1954-1978 (%) 1/

l
Taxes Imposed 1954-63| 1964 |1965-67| 1968 | 1969 | 1970 1971 | 1972 [1973-75| 1976-78

Alternative or Ordinary Tax 25.0 25000 S2550 26.9 27.5 30,27 . 32.5 " 35.0 35.0 35.0
Alternative or ordinary tax, plus 25.0 25.0 - 25.0 2609050 S 32.2 - b " 3645 36.5 39.9

minimum tax

Alternative or ordinary tax, plus 25.0 25.0 25.0 26.9 27.5 22,2 30.8  45.5 45.5 49.1
minumum tax, plus maximum tax

Alternative or ordinary tax, plus 25.0 25.0.  25.0 2659 L2755 41.5 47.6  53.2 524 49.1
minimum tax, plus maximum tax,
plus future maximum tax

Alternative or ordinary tax, plus 25.0 35.0 25.0 26.9 ' 27.5 £5.6/ 52,3 - 58.5 58.0 52+3
minimum tax, plus maximum tax, plus
future maximum tax, if there are
sufficient foreign tax credits to
eliminate the value of tax offsets
under the minimum tax

Ordinary tax, if extra long-term 91.0 77.0 70.0 75.3  17.0 71.8 70.0 70.0 70.0 70.0
gain offsets short-term loss

Office of the Secretary of the Treasury August, 1985
Office of Tax Analysis

1/ Due to interactions, the combined maximum rates from the various tax provisions are often lower than the sum

of rates for the individual provisions. The tax rates include the effects of the temporary surtaxes in 1968
through 1980: 1968, 7.5%; 1969, 10%; and 1970, 2.5%. In 1970, the surtax had the effect of reducing the
minimum tax. Tax rates listed for 1978 were effective through October 31, 1978.
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Table 1.14

International Comparison of Taxation
of Individual Non-Business Capital Gains 1/

Rules for taxation of individual
Country non-business capital gains

United States Net long term capital gains (held longer than 6
months) receive a 60 percent exclusion, with net short
term gains fully taxed.

Net short term losses plus 50 percent of long term
losses are deductible against other income up to an
annual limit of $3,000, with indefinite carry forward;
special treatment provided for losses in stock of
"small business corporations”.

Gains on a principal residence are deferred if
reinvested within 2 years; a one-time exemption of the
first $125,000 of gain is provided for taxpayers of
age 55 or older.

Canada All net gains receive a 50 percent exclusion, and an
exemption for the first $1,000 of investment income
can be applied to taxable capital gains.

50 percent of net losses are deductible from taxable
income up to $2,000, with one year carry back and
indefinite carry forward; 50 percent of losses on the
sale of shares in non-public Canadian corporations are
deductible without limit.

Gains on a principal residence are tax exempt.
Sweden Long term gains from equities (held longer than 2

years) receive a 60 percent exclusion, while short

term gains are taxed.

Gains on movable property other than equities are

exempt after a 5 year holding period, with varying

rates between 2 and 5 years.

Losses are deductible only against gains, with a 6
year carry forward.

Gains on a principal residence are taxable, with a
variety of relief provisions.

Long term gains on other real property receive a 25
percent exclusion and indexing of basis for inflation.

(continued on following page)
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Table 1.14 (continued)

Country

| Rules for taxation of individual
| non-business capital gains

Netherlands

Italy

Australia

United Kingdom

Gains are generally tax exempt.

Speculative gains are fully taxed, but provisions
appear to be of limited application.

Gains from sales of significant interests (family
holdings of at least one third of share capital during
the five years before a sale, with the taxpayer having
at least 7 percent) are includable in income, with the
option of a flat 20 percent tax rate.

Gains on a principal residence are tax exempt.

Gains are generally tax exempt.

Speculative gains are taxed at ordinary rates but
provisions appear to have limited application, other
than requiring a two year holding period for
collectibles and a five year holding period for real
property holding companies.

Gains on a principal residence are tax exempt.

A separate real property appreciation tax is assessed,
with the rate depending on the amount of appreciation
and varying from 3 percent to 30 percent for gains in

excess of 200 percent of basis; some indexing for
inflation is allowed.

All long-term gains (held more than 12 months) are tax
exempt, while short-term gains are fully taxed.

Gains on a principal residence are tax exempt.

All gains above a L5000 exemption are taxed at a flat
30 percent rate, with indexing of basis beginning in

1982.

Losses are deductible against gains but not against
other income, and can be carried forward indefinitely.

Gains on a principal residence are tax exempt.

(continued on following page)
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Table 2.10
Tax Price of Realizations for

Long-Term Sales Under 1979 Law,
1977 Realizations 1/

Income | Asset type All
class | Corporate | Other | Non-business | capital
(Sthou) | shares | securities | real estate | Timber assets
0-5 0.999 1.004 1.009 1.000 1.002
5-10 1.003 1.000 1.015 15021 1.006
10-15 1.008 1.002 1.018 1.062 1.013
15-20 1.008 1.014 1.029 1.001 1.013
20-30 1.009 1.004 1.041 1.098 1.015
30-50 1.017 1.005 1.066 1.155 1.025
50-100 1.045 1.016 1.110 1.184 1.051
100-200 1.080 1.010 1.129 1.222 1.073
200 + 1.180 1.010 1.170 1.185 1.131
Total 1.054 1.009 1.057 1,119 1.032
Office of the Secretary of the Treasury August, 1985

Office of Tax Analysis

1/ The tax price is calculated as the ratio of before-tax proceeds from
asset sales to after-tax proceeds from asset sales.

Source: Computations from 1973 Sales of Capital Assets File.
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15/ The step-up in basis at death strengthens the probability
that an individual will try to avoid selling an asset during his
lifetime.

16/ For a more formal discussion of the effects of the capital
gains tax when an investment project is terminated, see Joseph E.
Stiglitz, "Some Aspects of the Taxation of Capital Gains,"
Journal of Public Economics, July, 1983.
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