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you sell your shares of the fund you will pay taxes on that profit. What the loss carry-
forward does do is defer taxes so that realized profits can stay in the fund and will not 
have to be distributed to you and taxed. Thus, the money can stay in your account and 
compound even faster.  
 
Also, be aware that you are looking at loss carry-forwards as a percentage of the assets in 
the fund, so if the fund experiences a large inflow of new investor money, the loss carry-
forward is diluted by the larger asset base. 
 
Sources like Morningstar Inc (www.morningstar.com) or a current prospectus can tell 
you whether a fund you are interested in has loss carry-forwards. A word of caution—just 
because a fund has loss carry-forwards does not mean it offers a great investment 
opportunity, it may just be a poorly-managed fund that hasn’t, and may never turn a 
profit! But taking advantage of loss carry-forwards may be one way to use the downturn 
in the market to your advantage. 
 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.comTT. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.  
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