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Wash Sales 101 
By Leslie Fisher 
 

Key points 

 What is a wash sale? 

 How do wash sales affect my trades? 

 How can I tell when a wash sale has occurred? 

 Where do I go for more information on wash sales? 

 

Find out how wash sales affect your trades and how Schwab’s trading platforms display wash sales 
and disallowed losses. 

What is a wash sale? 

If a stock you own has lost a substantial amount of value, you may want to sell it and use the loss to 
offset other capital gains. But what if you believe the stock will eventually regain its value? You 
might think that you could sell the stock at a loss (for a tax deduction), then turn around and buy 
more (within 30 days) to hold for a future gain. 

Not so. This is considered a wash sale, and the IRS does not allow you to deduct losses from wash 
sales. 

In general, a wash sale occurs if you sell securities at a loss and buy substantially identical 
“replacement” shares within 30 days of the sale, either before or after. The IRS developed wash 
sale rules in order to prevent taxpayers from taking a tax deduction for a loss while maintaining an 
investment position that’s relatively the same. The wash sale rule only applies to losses as gains 
may not be deferred. 

The wash sale rule postpones losses on a sale if replacement shares are bought around the same 
time. The wash sale period for any sale at a loss is 61 days: the 30 days before the sale, the day of 
the sale, and 30 days after the sale. (These are calendar days, not trading days.) 

 

 

 



How do wash sales affect my trades? 

On any wash sale, there are three consequences: the loss on your sale is deferred; the deferred 
loss is added to the cost basis of your new shares; and the holding period of the new shares adjusts 
to include the time you held the original shares. 

 

Example 1: You repurchase more shares than you sold. 

On 9/30/09, you buy 100 shares of ABC at $10 per share and 400 shares at $11 per 
share. One year later the stock price starts to drop, and you sell all 500 shares at $9 on 
10/4/10. Two days later, ABC bottoms out at $8 and you buy 700 shares. The repurchase 
of shares within 30 days of trading at a loss triggers a wash sale. 

 

Realized Gain/Loss Lot Details: Repurchase 700 shares 

 
     Images are for illustrative purposes only 

 

Unrealized Gain/Loss Lot Details: Repurchase 700 shares 

 
    Images are for illustrative purposes only 

 

Let’s look at the first lot of 100, which you originally purchased on 9/30/09. The acquired 
date has been adjusted to 10/1/09 because the wash sale rule adds on any time you were 
out of the position. You were out of the position for one day (10/5/10), so the new acquired 
date is 9/30/09 plus one day, or 10/1/09. The cost per share, which was $8 per share 
when you bought the lot on 10/6/10, has been adjusted upward $1 per share to reflect the 
$1 per share loss (or $100) you incurred when you sold on 10/4/10. 

Similarly, your lot of 400, which lost $2 per share when you sold on 10/4, has an adjusted 
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cost of $10 per share – showing the $8 per share acquisition cost plus your disallowed cost 
of $2 per share (or $800). 

The remaining portion of your 10/6 purchase (200 shares) is not affected by wash sale 
rules, and shows an unadjusted cost of $8 per share. 

 

Example 2: You repurchase fewer shares than you sold. 

Leveraging the above example, where you originally purchased and sold 500 shares, what 
would it look like if you only purchased 300 shares on 10/6/10 at $8/share? The 
consequences would be similar, with the exception of how the loss gets allocated back to 
the repurchased shares. It’s added proportionately to the cost of the repurchased shares. 

 

Realized Gain/Loss Lot Details: Repurchase 300 shares 

Quantity  Proceeds  Cost Basis  Hold Period 
Realized 
Gain/Loss  Disallowed Loss 

100  $900  $1,000  Long Term  $0.00 w  ($100.00) 

400  $3,600  $4,400  Long Term  ($400)w  ($400) 

 

For the first lot the disallowed loss is allocated the same way as in the example above – a 
loss of $1 per share or $100 is deferred. 

For the 400 shares sold, only half of the original $800 loss gets deferred. Here’s how it 
works: 

1. Calculate the disallowed loss percentage. 

Number of new shares ÷ number of wash sale shares sold:  

200 ÷ 400 = 50% 

2. Calculate the disallowed loss amount. 

Disallowed loss percentage x dollar amount of the original loss: 

50% x $800 = $400 

3. Subtract the disallowed loss amount from the original loss amount. 

Original loss amount – disallowed loss amount: 

$800 - $400 = $400 ÷ 200 = $2 per share 

Unrealized Gain/Loss Lot Details 

Acquired 
Date  Quantity  Cost  Hold Period 

10/1/2009  100  $900 w  Long Term 

10/1/2009  200  $2,000 w  Long Term 
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As in the first example, the first lot of 100 shares repurchased, reflects an increase of $1 per share 

being added back to the $8 per share cost basis. $9 x 100 shares = $900 

The second lot reflects only half of the original loss or $2 per share is added back to the $8 per 

share cost of repurchasing the remaining 200 shares: $10 x 200 shares = $2,000 

 

Example 3: Short vs. long trades 

If the opening transaction is a buy (long), then the disallowed loss is added to the cost of the newly 

purchased lot. If the transaction is a sell (short), then the disallowed loss is subtracted from the 
proceeds of the short sale. 

Say you want to short sell 100 shares of ABC when the stock is at $10 per share on 9/1/2010, close 

the position at $12 per share on 10/1/2011, and then two weeks later do another short sell of 100 
shares when the stock is at $11 per share. This also triggers a wash sale. 

The loss on your sale is deferred when you short sell 100 shares at $11/share on 10/16/2010. 

 Realized Gain/Loss Lot Details: Short Sell 100 shares 
Quantity  Proceeds  Cost Basis  Hold Period  RGL  Disallowed loss 

100  $1,000  $1,200  Long Term  $0.00 w  ($200) 
 

 

$1,000 - $1,200 = ($200) 

When you short sell another 100 shares at $11/share on 10/16/2011, the short position 

disallowed loss reduces the proceeds of the short sale which reflects on the unrealized cost basis 

until the position is later sold. 

 

 

Unrealized Gain/Loss Lot Details: Short Sell 100 shares 

Acquire Date  Quantity  Cost  Hold Period 

9/16/2010  100S  $900 w  Short Term 

 

$1,100 - $200 = $900 

The $200 loss gets subtracted from your second short sell position, making the cost basis for ABC 

$9 per share. 

The holding period of the new shares includes the time you held the original shares. 

Just like the initial example, the acquisition date is adjusted on the new lot to equal the closed lot 

acquisition date plus any days that it was not held. 

10/1/2011 – 10/16/2011 = 15 days + 9/1/2010 = 9/16/2010 

Wash Sales 101 |  Page 4 of 8 



How can I tell when a wash sale has occurred? 

Your first clue that a wash sale has occurred will be that the Realized Gain/Loss tab shows a 
disallowed loss for your transaction. In the example below, the Proceeds minus Cost Basis doesn’t 
equal the Realized Gain/Loss displayed. 

 

 
    Images are for illustrative purposes only 

 

You’ll also see a blue letter “W” at the lot level on Schwab.com from the Accounts tab in both the 
Realized and Unrealized Gain/Loss views. Click on the indicator to get to information on wash 
sales. This indicator will also be displayed in exported CSV files. 

The disallowed loss is shown only in the Realized Gain/Loss view. Examples showing where the 
indicator appears are below. 

 

On Schwab.com 

 
Images are for illustrative purposes only 
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On StreetSmart platforms 

On StreetSmart platforms, the wash sale indicator displays for Unrealized Gain/Loss at the lot level 
from the Positions tab next to the Share Cost and Cost Basis columns. Depending on the platform, 
it may also appear next to the Total Cost amount. 

When you mouse over the indicator, it will display “Wash Sale has occurred on this security.” Click 
on the indicator to get to a help manual on wash sales. 

 

StreetSmart.com 

 
Images are for illustrative purposes only 

 

The wash sale indicator appears in the Share Cost and Cost Basis columns, as well as next 
to the Total Cost Basis amount. 
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StreetSmart Pro 

 
Images are for illustrative purposes only 

 

The wash sale indicator appears in the Cost per Share and Cost columns and next to Total 
Cost Basis amount. 

 

StreetSmart Edge 

 
Images are for illustrative purposes only 

 

The wash sale indicator appears in the Cost/Share and Cost Detail columns. 
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Where do I go for more information on wash sales? 

Schwab has numerous resources to help demystify wash sales: 

 Wash Sales Overview page on Schwab.com 

 Wash Sales FAQ on Schwab.com 

 Webinar: Wash Sales – What Active Traders Should Know 

 Online Help Manual for StreetSmart platforms 

 
Important Disclosures 

Securities reflected in the presentation are fictitious and are for educational purposes only. They are not, nor should they be construed as, 
recommendations to buy, sell, or continue to hold any investment. 

Schwab does not provide legal, tax or compliance advice. Consult professionals in these fields to address your specific circumstance. 

©2011 Charles Schwab & Co. Inc. All rights reserved. Member SIPC (0911-5532) 

https://investing.schwab.com/secure/cc/guidance/taxes/cost_basis_reporting/wash_sales_indicator?cmsid=P-4274448&lvl1=guidance&lvl2=taxes
https://investing.schwab.com/secure/cc/guidance/taxes/cost_basis_reporting/faqs/faqs_specific.html?cmsid=P-3921264&lvl1=guidance&lvl2=taxes#wash_sales
https://investing.schwab.com/redirect/?url=https://schwabevents.webex.com/schwabevents/lsr.php?AT=pb&SP=EC&rID=60583967&rKey=2bc86bc4af4d67e2
http://www.sipc.org/
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