
Harvesting Losses in the Bear Market

The severity of the market downturn has created 
unrealized losses in many portfolios. The one bright 
spot is that tax-loss harvesting — the practice of selling 
investments that have lost value to offset capital gains — 
can help to reduce taxes. 

To understand where losses reside in portfolios, we calculated rolling price returns across 
a variety of market segments over the last five years, adjusting the purchase date to reflect 
investors buying at different times, but selling now. The percentage of periods where losses 
existed and the average loss helped to identify tax-loss harvesting opportunities.

Insights
Tax-Loss Harvesting

With Losses Across 
Asset Classes, Where 
Should You Focus?

 
Current Tax-Loss Harvesting Opportunities 

Asset Class Setting the Stage Percentage of Periods with Losses Average 
Price 
Return2

SPDR Swap Solutions Expense 
Ratio (%)

High Yield ETFs High yield has come under pressure, 
with spreads topping 1,000 basis 
points (bps) at one point during the 
market sell-off

100% of the observations had 
negative returns

-19% SPDR Portfolio High Yield Bond 
ETF [SPHY]
 
SPDR Bloomberg Barclays High 
Yield Bond ETF [JNK]
 
SPDR Bloomberg Barclays Short 
Term High Yield Bond ETF [SJNK]

0.15 

0.40

0.40

Emerging Market 
Debt ETFs

Risk-off moves have widened 
emerging market spreads by 
over 300 bps, to post- global 
financial crisis highs near 674 bps

100% EM debt ETF, USD-
denominated or local currency, over 
$100M in AUM is in price loss

-19.6% SPDR Bloomberg Barclays 
Emerging Markets Local Bond 
ETF [EBND]

SPDR DoubleLine Emerging 
Markets Fixed Income ETF [EMTL]

0.30

0.65 

Preferred Stock ETFs Fear that preferred stock issuers will 
suspend dividends has increased 
preferreds’ equity sensitivity 

Every preferred stock ETF with over 
$500 million in AUM had losses in 
100% of the observations

- 27% SPDR Wells Fargo Preferred Stock 
ETF [PSK]

0.45 

Value ETFs Value strategies have had poor 
relative returns, and now poor 
absolute returns as the value factor 
has fallen deeply out of favor — 
typical in slowdowns/recessions

Small-cap value had losses in 
100% of periods observed. Mid-cap 
value had 99% and large-cap value 
had 95%.

Large cap
-21.9%

Mid cap
-31.6%

Small cap 
-35.4%

SPDR Portfolio S&P 500® Value 
ETF [SPYV]

SPDR S&P® 400 Mid Cap Value 
ETF [MDYV] 

SPDR S&P® 600 Small Cap Value 
ETF [SLYV] 

0.04 

0.15 

0.15 

US Small Cap ETFs From market peak in February, the 
Russell 2000* has underperformed 
the S&P 500 by 8.9%1

With nearly 100% of observations in 
the red, US small cap ETFs have had 
the most severe declines

-28.7% SPDR Portfolio S&P 600 Small 
Cap ETF [SPSM]

0.05

Source: State Street Global Advisors, March 23, 2020. Complete performance calculation methodology is available on page 3. 
Past performance is not a reliable indicator of future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses.
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Tax-Loss 
Harvesting Rules 

In taxable accounts, when you sell a position that has lost value, you can use the loss to offset 
capital gains that result from selling securities at a profit during the year. Your booked losses also 
can offset mutual funds’ annual capital gain distributions. 

At year-end, if your capital losses exceed your gains (or if you don’t have any gains), your losses 
can offset up to $3,000 in non-investment income, even though that is often taxed at a higher 
rate than capital gains. Losses above that carry forward to offset capital gains and ordinary 
income over your lifetime.

Importantly, when re-investing the sale proceeds, you must abide by the Internal Revenue 
Service’s Wash-Sale Rule, which prohibits claiming a loss on the sale of an investment if the same 
or “substantially identical” investment is purchased either 30 days before or after the sale date.

Traditionally, investors have used a “tax swap” — a similar but not identical security — as a 
placeholder to maintain exposure to the asset class for 30 days. After 30 days, they choose 
whether to switch back to the original holding. Keep in mind that if the new investment 
appreciates and you sell it in less than a year, those gains will be taxed at the short-term capital 
gains tax rate, which is higher than the long-term rate. For that reason, it may be advantageous 
to choose a swap that could become a long-term holding.

You also could decide to invest your sale proceeds in a way that re-positions your portfolio to:

• Mitigate Risk

• Target Opportunity

• Lower Costs

And remember, if you wait until year-end to harvest losses, investments that were down early 
in the year could bounce back into positive territory — resulting in missed opportunities to sell 
losers and gather losses to offset gains. In 2016, for example, the S&P 500® Index experienced a 
significant drop early in the year, but recovered by the end of the year.

Harvest to Swap or 
Refine Exposures



3Harvesting Losses in the Bear Market

Endnotes 1 Bloomberg Finance L.P., 02/20/2020 to 03/25/2020.

2  We analyzed rolling one-month price returns (i.e., 
purchase in December 2014, then purchase in January 
2015, then February 2015 with a sale date of March 
23.) of the largest ETFs in major asset classes over the 
past five years. This provided us with 60+ timeframes 
to evaluate areas where there could be heavy losses 
from anyone who transacted in those ETFs. Rolling 
one-month price returns based on a hypothetical sell 
date of 03/23/2020 back to 12/31/2014. (Ex: buy on 
02/29/2020, sell on 03/23/2020; buy on 01/31/2020, 
sell on 03/23/2020; buy on 12/31/2019, sell on 
03/23/2020, etc.). Price returns are used as this is what 
determines the capital gains tax position as the income 
portion is already taxed. We used the following criteria in 

examining funds for this study: High Yield ETFs. All US-
listed ETFs in the High Yield Bond Morningstar Category 
with more than $100M in AUM (24 funds). Emerging 
Market Debt ETFs. All US-listed ETFs in the Emerging 
Markets Bond and Emerging Markets Local Currency 
Morningtar Categories with more than $100M in AUM 
(11 funds). Preferred Stock ETFs. All US-listed ETFs in 
the Preferred Stock Morningstar Category with more 
than $500M in AUM (8 funds). Value ETFs. All US-listed 
ETFs in the Large Value, Mid-cap Value, and Small Value 
Morningstar Categories with more than $1B in AUM 
(36 funds). Small Cap ETFs. All US-listed ETFs in the 
Small Blend, Small Growth, and Small Value Morningstar 
Categories with more than $1B in AUM (18 funds).

ssga.com/etfs

Glossary

Basis Point (bps) A unit of measure for 
interest rates, investment performance, pricing 
of investment services and other percentages 
in finance. One basis point is equal to 
onehundredth of 1 percent, or 0.01%.

State Street Global Advisors One Iron Street, 
Boston MA 02210. T: +1 866 787 2257.

Important Risk information

State Street Global Advisors and its affiliates 
(“SSGA”) have not taken into consideration the 
circumstances of any particular investor in 
producing this material and are not making an 
investment recommendation or acting in 
fiduciary capacity in connection with the 
provision of the information contained herein.
The views expressed in this material are the 
views of SPDR Americas Research and are 
subject to change based on market and other 
conditions. This document contains certain 
statements that may be deemed forward-
looking statements. Please note that any such 
statements are not guarantees of any future 
performance and actual results or 
developments may differ materially from 
those projected.
ETFs trade like stocks, are subject to 
investment risk, fluctuate in market value and 
may trade at prices above or below the ETFs 
net asset value. Brokerage commissions and 
ETF expenses will reduce returns. While the 
shares of ETFs are tradable on secondary 
markets, they may not readily trade in all 
market conditions and may trade at significant 
discounts in periods of market stress. 

Bonds generally present less short-term risk 
and volatility than stocks, but contain interest 
rate risk (as interest rates rise, bond prices 
usually fall); issuer default risk; issuer credit 
risk; liquidity risk; and inflation risk.
These effects are usually pronounced for 
longer-term securities.
Any fixed income security sold or redeemed 
prior to maturity may be subject to a substantial 
gain or loss. Passively managed funds hold a 
range of securities that, in the aggregate, 
approximates the full Index in terms of key risk 
factors and other characteristics. This may 
cause the fund to experience tracking errors 
relative to performance of the index. Actively 
managed funds may underperform its 
benchmarks. An investment in the fund is not 
appropriate for all investors and is not intended 
to be a complete investment program. Investing 
in the fund involves risks, including the risk that 
investors may receive little or no return on the 
investment or that investors may lose part or 
even all of the investment.
Equity securities may fluctuate in value in 
response to the activities of individual companies 
and general market and economic conditions.
Emerging Markets Foreign investments involve 
greater risks than U.S. investments, including 
political and economic risks and the risk of 
currency fluctuations, all of which may be 
magnified in emerging markets.
Investing in high yield fixed income 
securities, otherwise known as “junk bonds”, 
is considered speculative and involves greater 
risk of loss of principal and interest than 
investing in investment grade fixed income 
securities. These Lower-quality debt securities 
involve greater risk of default or price changes 
due to potential changes in the credit quality of 
the issuer.
Because of their narrow focus, financial sector 
funds tend to be more volatile. Preferred 
Securities are subordinated to bonds and other 
debt instruments, and will be subject to greater 

credit risk. The municipal market can be 
affected by adverse tax, legislative or political 
changes and the financial condition of the 
issuers of municipal securities. The fund may 
contain interest rate risk (as interest rates rise 
bond prices usually fall); the risk of issuer 
default; inflation risk; and issuer call risk. 
The Fund may invest in U.S. dollar-denominated 
securities of foreign issuers traded in the 
United States.
Value stocks can perform differently from 
the market as a whole. They can remain 
undervalued by the market for long periods 
of time.
Investments in small-sized companies may 
involve greater risks than in those of larger, 
better known companies. Returns on 
investments in stocks of small companies could 
trail the returns on investments in stocks of 
larger companies.
The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 
timeliness of the data and have no liability for 
damages of any kind relating to the use of 
such data.
Standard & Poor’s®, S&P® and SPDR® are 
registered trademarks of Standard & Poor’s 
Financial Services LLC, a division of S&P Global 
(S&P); Dow Jones is a registered trademark of 
Dow Jones Trademark Holdings LLC (Dow 
Jones); and these trademarks have been 
licensed for use by S&P Dow Jones Indices 
LLC (SPDJI) and sublicensed for certain 
purposes by State Street Corporation.
State Street Corporation’s financial products are 
not sponsored, endorsed, sold or promoted by 
SPDJI, Dow Jones, S&P, their respective 
affiliates and third party licensors and none of 
such parties make any representation regarding 
the advisability of investing in such product(s) 
nor do they have any liability in relation thereto, 

including for any errors, omissions, or 
interruptions of any index.
DoubleLine® is a registered trademark of 
DoubleLine Capital LP.
BLOOMBERG®, a trademark and service mark 
of Bloomberg Finance L.P. and its affiliates, and 
BARCLAYS®, a trademark and service mark of 
Barclays Bank Plc, have each been licensed for 
use in connection with the listing and trading of 
the SPDR Bloomberg Barclays ETFs.
Distributor: State Street Global Advisors 
Funds Distributors, LLC, member FINRA, SIPC, 
an indirect wholly owned subsidiary of State 
Street Corporation. References to State Street 
may include State Street Corporation and its 
affiliates. Certain State Street affiliates provide 
services and receive fees from the SPDR ETFs. 
State Street Global Advisors Funds Distributors, 
LLC is the distributor for certain registered 
products on behalf of the advisor. SSGA Funds 
Management has retained DoubleLine Capital 
LP as the sub-advisor.

Before investing, consider 
the funds’ investment 
objectives, risks, charges 
and expenses. To obtain 
a prospectus or summary 
prospectus which contains 
this and other information, 
call 866.787.2257 or visit  
ssga.com/etfs. Read it carefully.
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