
Member SIPC 
www.sipc.org 

Interactive Brokers 
presents: 

 

Webinar begins @ 12:00 pm EDT 

Member SIPC www.sipc.org 

webinars@interactivebrokers.com www.ibkr.com/webinars  

Michael Cohen, Interactive Brokers 
mcohen@interactivebrokers.com 

Managing Capital 
Gains with Tax 

Optimizer 

mailto:webinars@interactivebrokers.com
http://www.ibkr.com/webinars


Disclosures 
Options involve risk and are not suitable for all investors. For information on the uses and risks of options, you can 
obtain a copy of the Options Clearing Corporation risk disclosure document titled Characteristics and Risks of 
Standardized Options by calling (312) 542-6901. 

Futures are not suitable for all investors. The amount you may lose may be greater than your initial investment. Before 
trading futures, please read the CFTC Risk Disclosure. For a copy visit interactivebrokers.com.  

Security futures involve a high degree of risk and are not suitable for all investors. The amount you may lose may be 
greater than your initial investment. Before trading security futures, please read the Security Futures Risk Disclosure 
Statement. For a copy visit Interactivebrokers.com.  

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange trades can vary 
due to time zone differences and bank holidays. When trading across foreign exchange markets, this may necessitate 
borrowing funds to settle foreign exchange trades. The interest rate on borrowed funds must be considered when 
computing the cost of trades across multiple markets. 

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you limit your loss 
and/or lock in a profit. Market conditions and other factors may affect execution.  In general, orders guarantee a fill or 
guarantee a price, but not both.  In extreme market conditions, an order may either be executed at a different price 
than anticipated or may not be filled in the marketplace. 

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.  

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray 
recommendations. 

Interactive Brokers LLC is a member of NYSE FINRA SIPC 

Interactive Brokers LLC is registered with HKSFC and is a participant of the Sydney Futures Exchange (SFE) 
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http://www.optionsclearing.com/about/publications/character-risks.jsp
http://www.optionsclearing.com/about/publications/character-risks.jsp
https://www.interactivebrokers.com/Universal/servlet/Registration.formSampleView?file=registration_1/cftc_risk_disclosure.html
http://www.aosbroker.com/forms/ssf_futures_risk.pdf
http://www.aosbroker.com/forms/ssf_futures_risk.pdf
http://www.nyse.com/
http://www.finra.org/
http://www.sipc.org/


What’s In This Webinar 

 Overview 

 Basics of Lot Matching 

 The Lot Matching Methods 

 Tax Optimizer Demo 

 Corporate Actions 

 For More Information 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Overview 

 Java-based program available in Account Management 

 Manage your gains and losses by changing the lot-matching 
method 

 Immediately see the effect on your realized gains and losses 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Overview 
What Can You Do in Tax Optimizer 

 Change the default tax lot-matching method for your account 

 Change the default tax lot-matching method for current or 
prior trading day 

 Change the tax lot-matching method for a specific symbol for 
current or prior trading day 

 Run real-time what-if scenarios by changing the lot-matching 
method on the fly 

 Manually match specific sales to open tax lots for current or 
prior trading day 

 View a Year-to-Date Summary of profit and loss 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Overview 
View Closed Lots on Statements 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Basics of Lot Matching 
How Securities are Taxed 

 You are not taxed while holding a position 

 You are only taxed when you close a position 

 You are taxed on received dividends and interest 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Basics of Lot Matching 
Gains and Losses 

 Long-term gains: Gains from securities held over one 
year, taxed at lower rate  

 Short-term gains: Gains from securities held one year or 
less, taxed at higher rate 

 Adjusted Cost Basis: the original value of an asset for tax 
purposes adjusted for stock splits, dividends and return of 
capital distributions 

When a position is closed, calculate the gain or loss using 
this formula: 

Proceeds (less Commissions) – Adjusted Cost Basis = Gain or Loss 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Basics of Lot Matching 
Tax Lots 

 Tax Lot: A purchase of a specific security at a specific 
time and price.  

 If you sell all shares of a security in a single trade, 
computing the gain or loss is easy; subtract the cost 
basis for all of the shares from the proceeds of the 
sale.  

 If you sell some but not all of the shares of a security, 
you must identify which shares were sold before you 
can compute the gain or loss. You do this by matching 
tax lots. 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Basics of Lot Matching 
Tax Lot Example 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods  
Allowed By the IRS 
 FIFO (First In, First Out) 

 Specific Identification 

 Average Cost (NOT available at IB) 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 

 FIFO (First In, First Out) 
 LIFO (Last In, First Out) 
 Maximize Long Term Gain 
 Maximize Long Term Loss 
 Maximize Short Term Gain 
 Maximize Short Term Loss 
 Highest Cost 
 Specific Lot 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
First In, First Out (FIFO) 

 Default method under IRS code for matching tax 
lots 

 Sales are paired with the earliest purchases 
sequentially  

 IB assumes all accounts are using this method 
unless an algorithm or the tax optimizer is used 
to designate another method 

 FIFO is the only method allowed for short 
positions and for securities that you were short 
the previous night 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Last In, First Out (LIFO) 

 Each sale is paired with the most recent possible 
purchase.  

 LIFO assumes that an entity sells, uses or 
disposes of its newest inventory first. 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Maximize LT Gain 

Sales are paired based on the following set of priorities: 

1. Maximize Long-Term Gain per share 

2. Maximize Short-Term Gain per share 

3. Minimize Short-Term Loss per share 

4. Minimize Long-Term Loss per share 

If there are no possible matches that would result in a 
long-term gain, the method tries for a match that would 
result in the short-term gain, and so on 
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Lot Matching Methods 
Maximize LT Loss 

Sales are paired based on the following set of priorities: 

1. Maximize Long-Term Loss per share 

2. Maximize Short-Term Loss per share 

3. Minimize Short-Term Gain per share 

4. Minimize Long-Term Gain per share 

If there are no possible matches that would result in a 
long-term loss, the method tries for a match that would 
result in the short-term loss, and so on 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Maximize ST Gain 

Sales are paired based on the following set of priorities: 

1. Maximize Short-Term Gain per share 

2. Maximize Long-Term Gain per share 

3. Minimize Long-Term Loss per share 

4. Minimize Short-Term Loss per share 

If there are no possible matches that would result in a 
short-term gain, the method tries for a match that would 
result in the long-term gain, and so on 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Maximize ST Loss 

Sales are paired based on the following set of priorities: 

1. Maximize Short-Term Loss per share 

2. Maximize Long-Term Loss per share 

3. Minimize Long-Term Gain per share 

4. Minimize Short-Term Gain per share 

If there are no possible matches that would result in a 
short-term loss, the method tries for a match that would 
result in the long-term loss, and so on 
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the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Highest Cost 

 Maximize losses while minimizing gains  

Sales are paired based on the following rules: 

1. Look at all possible options for matching a 
closing trade to an open lot 

2. If any possible matches would result in a loss, 
the method chooses the match that would result 
in the largest possible loss 

3. If no possible match would result in a loss, the 
method chooses the match that would result in 
the smallest possible gain 
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the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Methods 
Specific Lot 

 Available as default for a particular day or for a 
particular security 

 Requires that you manually match all closing 
trades subject to this method. 

 Offers the greatest flexibility. 
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Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Simple Lot Matching Example 
Basic Scenario 

A customer makes the following purchases: 

 Lot 1: Jan 14, 2011: 1 Share of ABC at $10. 

 Lot 2: Mar 14, 2011: 1 Share of ABC at $40. 

 Lot 3: May 14, 2011: 1 Share of ABC at $30. 

 Lot 4: Jul 14, 2011: 1 Share of ABC at $20. 

The same customer makes the following sales: 

 Sale 1: April 15, 2012 at 10:00AM: 1 share of ABC at $25. 

 Sale 2: April 15, 2012 at 12:00PM: 1 share of ABC at $35. 

 Sale 3: April 15, 2012 at 2:00PM: 1 share of ABC at $15. 
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Lot Matching Example 
FIFO Lot Matching 
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A customer makes the following purchases: 

• Lot 1: Jan 15, 2011: 1 Share of ABC at $10. 
• Lot 2: Mar 15, 2011: 1 Share of ABC at $40. 
• Lot 3: May 15, 2011: 1 Share of ABC at $30. 
• Lot 4: Jul 15, 2011: 1 Share of ABC at $20. 

The same customer makes the following sales: 

• Sale 1: April 15, 2012 at 10:00AM: 1 share of ABC at $25. 
• Sale 2: April 15, 2012 at 12:00PM: 1 share of ABC at $35. 
• Sale 3: April 15, 2012 at 2:00PM: 1 share of ABC at $15. 

 Sale 1 is matched with Lot 1 for a long-term gain of $15 
 Sale 2 is matched with Lot 2 for a long-term loss of $5 
 Sale 3 is matched with Lot 3 for a short-term loss of $15 
 
The customer has a net long-term gain of $10, a net short-term loss of 
$15, and a basis of $20 and holding period starting July 15, 2011 for the 
remaining open lot. 

 

 

Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 
the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Lot Matching Example 
LIFO Lot Matching 
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A customer makes the following purchases: 

• Lot 1: Jan 15, 2011: 1 Share of ABC at $10. 
• Lot 2: Mar 15, 2011: 1 Share of ABC at $40. 
• Lot 3: May 15, 2011: 1 Share of ABC at $30. 
• Lot 4: Jul 15, 2011: 1 Share of ABC at $20. 

The same customer makes the following sales: 

• Sale 1: April 15, 2012 at 10:00AM: 1 share of ABC at $25. 
• Sale 2: April 15, 2012 at 12:00PM: 1 share of ABC at $35. 
• Sale 3: April 15, 2012 at 2:00PM: 1 share of ABC at $15. 

 Sale 1 is matched with Lot 4 for a short-term gain of $5. 
 Sale 2 is matched with Lot 3 for a short-term gain of $5. 
 Sale 3 is matched with Lot 2 for a long-term loss of $25. 

 
Customer has a net long-term loss of $25, a net short-term gain of $10, and a basis of 
$10 and holding period starting January 15, 2011 for the remaining open lot. 
 Circular 230 Notice - The information in this presentation is provided for informational purposes only, and does not constitute tax advice and cannot be used by 

the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Tax Optimizer Demo 
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the recipient or any other taxpayer to avoid penalties under any federal, state, local or other tax statutes or regulations, or to resolve any tax issue. 



Corporate Actions 

 May produce scenarios where symbol A depends on 
symbol B. 

 If B is changed to Specific Lot, A will automatically be 
switched to specific lot as well. 

 If B is not fully matched and you try to use Specific 
Lot to match A or change A's lot-matching method, a 
warning message is displayed: "Before matching A, 
the following must be fully matched: B." 

 Identified in Tax Lot Details panel and Match Details 
window with C icon. 
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For More Information 
 Tax Optimizer Users’ Guide – Online help or PDF 

On our website (Education > Documentation): 
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