
Strategic Tax Planning for 2025 and Beyond
Refine your plan now to benefit from current rules and prepare for 2026.
by Christopher Rivers, CFP®, CRPC® 

While it may not bring you the 
most holiday cheer, late fall is 
a good time to look at your tax 
situation before the end of the 
year sneaks up on you. Better 
now than next year at tax-time 
when it is too late to make 
changes or implement new 

strategies. In addition, while the One Big Beautiful Bill 
Act (OBBBA) that passed this year did not completely 
overhaul the tax code, there are plenty of changes 
which present tax-planning opportunities in 2025  
and beyond.

TAX BRACKETS LARGELY UNCHANGED TAX RATES
Tax brackets (and rates) remained largely unchanged 
under the OBBBA. As you approach the end of the 
year, it is a good exercise to estimate your adjusted 
gross income (AGI) and deductions for the year. This 
will enable you to strategize around itemized deduc-
tions (more on this below) and give you an idea of your 
tax bracket. If you’re close to the threshold between 
two brackets, you’ll want to do what you can to stay in 
the lower one.

LONG- AND SHORT-TERM CAPITAL GAINS  
TAX RATES
Long-term capital gains on securities (those held for 
more than one year) are currently taxed at a lower rate 
of between 0% and 20%. Tax payers who make less 
than $48,350 (single) or $96,700 (married filing jointly) 
will not be taxed on their long-term gains. Those with 
income above those thresholds, but below $492,300 
(single) or $553,850 (married filing jointly) will pay 
15% on long-term capital gains. 

In addition, there is a separate Medicare surtax of 
3.8% on net investment income (income received from 
investment assets) applied using a third set of income 
thresholds. Single taxpayers who make over $200,000 
and married couples who make more than $250,000 
will be subject to this 3.8% surtax on net investment 
income, in addition to the capital gains tax noted 
above. Here again, keep an eye on the threshold, as it 
pays to avoid this tax if you can.

If you have losses from investment sales, these 
are first used to offset your capital gains. If your total 
capital losses exceed your total capital gains, you 
can deduct up to $3,000 of the excess loss each year 
against ordinary income. Any unused capital losses 
above that amount can be carried forward indefinitely 
to be used in future years. 

While somewhat counterintuitive, if you have 
investments currently showing a loss, this presents an 
opportunity. Selling the shares to realize the loss will 
reduce your taxes. If you believe the holding is still a 
good long-term investment, there are a couple strat-
egies you can use to capture the loss and ultimately 
remain invested.

First, you can sell the stock for a loss and repurchase 
it in 31 days (the Internal Revenue Service requires you 
to wait 30 days to do so to avoid erasing the tax loss, 
the so-called “wash rule”). 

However, you may be concerned about the stock 
moving up during the 30-day waiting period. One way 
to mitigate this risk is to double up on your position, 
wait 30 days and then sell the top-costing shares as-
suming they’re still at a loss. You will need to make the 
purchase before the end of November in order to wait 
the 31 days and still take the loss in the 2025 tax year.

Another approach is to invest the proceeds from the 
sale into a similar (though not “substantially equiva-
lent”) security within the same asset class of the one 
you sold. After 31 days, you then sell the placeholder 
investment and repurchase your original holding.

SENIORS GET A SUPER-CHARGED STANDARD 
DEDUCTION
For 2025, the standard deduction is set at $15,750 for 
single filers and $31,500 for married filing jointly. 
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Selling the shares to realize the loss 
will reduce your taxes.



Under the OBBBA, seniors over 65 get an additional 
(temporary) senior deduction of $6,000 for single
filers and $12,000 for married filing jointly.  

This deduction is available from 2025 through 2028 
and is phased out for those with higher incomes. For 
single filers, the deduction starts to get phased out at 
$75,000 of modified adjusted gross income (MAGI) 
and is fully phased out above $175,000. The phase 
out range for married couples is between the MAGI of 
$150,000 and $250,000.

Note that this deduction comes on top of the already 
existing extra $2,000 deduction for those over age 65 
($3,200 for married couples). So, a married couple who 
qualifies for all the above deductions would be able 
to take the standard deduction ($31,500), the age 65+ 
deduction ($3,200) and the new temporary senior deduc-
tion ($12,000) for a total standard deduction of $46,700.  

If you qualify for the deduction and have control 
over when you receive some of your income, you may 
want to realize additional income over the next 4 years 
while you have the new deduction to offset it.

STATE AND LOCAL TAX (SALT) DEDUCTION 
INCREASED…FOR SOME
In a similar vein, the deduction for state and local 
taxes increased from $10,000 to $40,000 for 2025 
through 2029, with small inflation adjustment starting 
next year. This deduction is also phased out at higher 
income levels, with the deduction reduced by 30% of 
the amount of MAGI over $500,000. As a result, for 
those making $600,000 or more, the new deduction 
reverts back to $10,000. 

There is a significant “marriage penalty” here, as 
the $500,000 phaseout applies to everyone whether 
filing as a single taxpayer or married filing jointly.

Here again, if you itemize deductions and you have 
some control over when you receive taxable income, 
you should explore realizing more income now that 
can then be offset by the increased deduction, provid-
ed you stay below the phaseout range.

CHARITABLE CONTRIBUTION DEDUCTION 
CHANGES COMING NEXT YEAR
Historically, in order to get tax benefits for charitable 
contributions, you had to itemize deductions, which is 
a high hurdle given the standard deduction amounts 
noted above. If you do itemize, there have been some 
changes to the way charitable deductions are handled 
as well. And if you don’t itemize, there’s a new deduc-
tion available starting next year.

The upper limits of charitable deductions remain 
the same. For gifts to a public charity, you can deduct 
cash contributions up to 60% of your AGI, while 
contributions of property can be deducted up to 50% 
or 30% AGI, depending on if you use cost basis or fair 
market value to value the gift.

The new bill introduces a new floor on deductions 
of 0.5% of AGI, beginning in 2026. In other words, you 
can only deduct charitable contributions once they 
exceed 0.5% of your AGI.  Thus, if you and your spouse 
had a combined AGI of $180,000, you would deduct 
charitable contributions once they rise above $900.

For those planning donations of appreciated invest-
ments, it may be best to do it now, before the new floor 
kicks in next year.

Believe it or not, there is yet another wrinkle when 
it comes to charitable deductions in 2026 and beyond. 
The bill also introduced a new charitable deduction 
available to all taxpayers, even those who do not item-
ize deductions, of $1,000 for single filers or $2,000 
for married couples. This deduction is not subject to 
the 0.5% floor mentioned above, only applies to cash 
donations, and does not apply to donations made to 
a donor-advised fund. So, unlike those who typically 
take the standard deduction, you may want to shift 
December cash gifts to January when you will get an 
additional tax benefit.

CONSIDER A QUALIFIED CHARITABLE DISTRIBUTION
If you’re over the age of 70.5, you have the ability to 
contribute directly to a charity using a distribution 
from your IRA account, better known as a Qualified 
Charitable Deduction (QCD). For those over the age 
of 73, this distribution counts towards satisfying your 
Required Minimum Distribution (RMD), but it does 
not count as taxable income.

This is particularly powerful for those who don’t item-
ize deductions on their returns and otherwise wouldn’t 
be able realize tax savings for their charitable gifts.
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The deduction for state and local taxes 
increased from $10,000 to $40,000 for 
2025 through 2029.



CHECK ON YOUR RETIREMENT PLAN 
CONTRIBUTIONS BEFORE YEAR-END
In 2025, you can contribute up to $23,500 to your 
401(k) or 403(b) plans. If you’re age 50 or older, you 
can add another $7,500 to that number. As long as 
these are not Roth contributions, any dollar you set 
aside will lower your taxable income. If you have a 
cash surplus heading into year-end, check with your 
HR department to see if you can make a larger one-
time contribution to your retirement plan to shelter 
more of your income from tax.

If your AGI is below $116,000 as a married person 
� ling jointly or $73,000 as a single � ler, you also can 
make a tax-deductible contribution of $7,000 (or 
$8,000 if you are age 50 or older) to an Individual 
Retirement Account (IRA), even if you are covered by a 
401k plan at work.

In addition, if one spouse does not work, they are 

still eligible to contribute to an IRA. For those married 
� ling jointly, this spousal IRA contribution is fully 
deductible until your AGI reaches $218,000.

Contributions to an IRA for 2025 can be made any 
time before the normal � ling deadline of April 15, 
2026, or when you � le your 2025 tax return, whichever 
date comes � rst. This is one area where you have time 
after year-end to make a decision.

While IRA contributions must be made by April 
15th, that is not true for those with SEP IRAs, SIMPLE 
IRAs or solo 401(k) plans. The deadline for those plans 
is the date that you � le your taxes. Thus, if you � le 
for an extension, you have until October 15th to make 
your contribution.

LAST YEAR FOR TAX-DEFERRED CATCH-UP 
CONTRIBUTIONS FOR HIGHER EARNERS
On the 401k front, beginning in 2026, taxpayers 
making more than $145,000 will be required to make 
any catchup contributions to their 401k plans as Roth 
contributions, which means tax will be due on those 
contributions. For those 50 and older, this year is 
the last year you’ll be able to shelter the maximum 
($31,000) contribution from income tax.

CONSULT YOUR TAX ADVISER
In addition to the above, new deductions were added 
for overtime income, tip income, auto loan interest 
and teacher’s expenses. Each of these have limits and 
conditions, so check with your accountant if you think 
you may qualify.

This time of year is an excellent time in general 
for you to check in with your accountant about your 
situation (the earlier the better!). They can advise you 
as to whether you should be making estimated federal 
or state tax payments by year-end or in January, and 
whether any year-end strategies will help reduce your 
tax bill. Good luck!

Christopher Rivers, a CERTIFIED FINANCIAL PLAN-
NER® professional and Chartered Reti rement Planning 
CounselorSM and author of this arti cle is a principal of 
Armstrong, Fleming & Moore, Inc., Located at 1800 M 
St. NW, Suite 1010-S, Washington, D.C. 20036-5813, 
202/887-8135.  
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For 50 and older, this year is the last 
year you'll be able to shelter the max 
($31,000) contributi on income tax.

“Do I have access to the Stock Selecti on Guide® (SSG®)?”
Are you unsure whether you have access to the Online Stock Tools Suite, what your Bett erInvesti ng 
membership details are or how to renew your membership? You can visit the Product Subscripti on & 
Renewal tab under My Account to view informati on regarding your membership.

Visit www.Bett erInvesti ng.org/My-Account for your account details




