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This paper reconsiders the literature on tax options by examining the ability to defer net

capital gains realizations within an equity portfolio whose constituents change over time.

Unlike previous studies on the value of tax options, this paper examines after-tax returns

to shareholders within an equity mutual fund. The mutual fund context allows certain

features of the United States' tax laws -- namely, wash-sale rules and the offsetting of

short-term and long-term capital gains and losses -- to be incorporated in assessing the

potential improvement in post-tax returns to investors engaging in tax minimization

strategies. Specifically, this paper examines the feasibility of managing open-end and

closed-end Standard and Poor's 500 index funds which defer net capital gains realizations.

A combination of HIFO (highest in, first out) accounting procedures and the systematic

booking of significant losses in portfolio constituents would have allowed the open-end

fund variant to match the annual pre-tax return of Vanguard's Index 500 Fund while

improving annual after-tax performance by as much as ninety-seven basis points through

the elimination of all capital gains realizations between 1977 and 1991. Deferring capital

gains is shown to be easier for open-end funds relative to closed-end funds while the

additional turnover required to implement these strategies is quite modest. The authors

name the tax-sensitive funds in this paper 'SURGE (Strategies Using Realized Gains

Elimination) funds '

Working Papers

A Stock Index Mutual Fund
Without Net Capital Gains

Realizations

https://www.nber.org/
https://www.nber.org/people/joel_dickson
https://www.nber.org/people/john_shoven
mailto:?subject=A%20Stock%20Index%20Mutual%20Fund%20Without%20Net%20Capital%20Gains%20Realizations&body=https://www.nber.org/papers/w4717
https://www.nber.org/papers


Elimination) funds.

Download a PDF

Information on access

Related
TOPICS Macroeconomics

PROGRAMS Public Economics

Acknowledgements and Disclosures

Download Citation

In addition to working papers, the NBER disseminates affiliates’ latest

findings through a range of free periodicals — the NBER Reporter, the

NBER Digest, the Bulletin on Retirement and Disability, the Bulletin on

Health, and the Bulletin on Entrepreneurship — as well as online

conference reports, video lectures, and interviews.

More from NBER

https://www.nber.org/system/files/working_papers/w4717/w4717.pdf
https://www.nber.org/subscribe
https://www.nber.org/topics/macroeconomics
https://www.nber.org/programs-projects/programs-working-groups/public-economics
https://www.nber.org/papers
https://www.nber.org/reporter
https://www.nber.org/digest
https://www.nber.org/bulletin-retirement-and-disability
https://www.nber.org/bulletin-health
https://www.nber.org/bulletin-entrepreneurship
https://www.nber.org/conferences
https://www.nber.org/research/lectures
https://www.nber.org/research-spotlights


2023, 15th Annual Feldstein Lecture, Mario Draghi, "The Next Flight of the Bumblebee: The Path
to Common Fiscal Policy in the Eurozone"

LECTURE

Dr. Mario Draghi, who served as President of the European Central Bank and Prime

Minister of Italy, presented the 2023...

2023 Methods Lectures, Jesse Shapiro and Liyang (Sophie) Sun, "Linear Panel Event Studies"

https://www.nber.org/lecture/2023-15th-annual-feldstein-lecture-mario-draghi-next-flight-bumblebee-path-common-fiscal-policy
https://www.nber.org/lecture/2023-methods-lectures-jesse-shapiro-and-liyang-sophie-sun-linear-panel-event-studies


National Bureau of Economic Research

Contact Us 

1050 Massachusetts Avenue 

Cambridge, MA 02138 

617-868-3900 

info@nber.org 

webaccessibility@nber.org

LECTURE

Overview: Linear panel event studies are increasingly used to estimate and plot causal

effects of changes in policies...

2023, SI Economics of Social Security, Panel, "Long-Term Dynamics of the Employment-to-
Population Ratio"

LECTURE

Supported by the Alfred P. Sloan Foundation, the National Science Foundation, and the

Lynde and Harry Bradley...

https://www.nber.org/contact-nber
tel:+16178683900
mailto:info@nber.org
mailto:webaccessibility@nber.org
https://www.nber.org/lecture/2023-si-economics-social-security-panel-long-term-dynamics-employment-population-ratio


Accessibility Policy

Diversity Policy

Privacy Policy

FOLLOW

© 2024 NATIONAL BUREAU OF ECONOMIC RESEARCH. ALL RIGHTS RESERVED.

H O M E PAG E

https://www.nber.org/about-nber/website-accessibility-policy
https://www.nber.org/nber-diversity-policy-statement
https://www.nber.org/about-nber/nber-website-privacy-policy
https://twitter.com/nberpubs
https://www.linkedin.com/company/national-bureau-of-economic-research
https://www.facebook.com/pages/National-Bureau-of-Economic-Research/115165771829285
https://www.youtube.com/nbervideos
https://www.nber.org/

