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Top of Mind
It’s About the Afterhours

Given the recent market volatility, I suspect

people have been checking their investment

account balances more than usual.

It’s understandable behavior; however, the
bulk of long-term market returns do not
come during regular trading hours.

In other words, the biggest changes to your
portfolio usually happen when you’re not
watching...in the afterhours.

US markets are open 9:30am - 4pm, but
corporate earnings, economic data releases,
geopolitical developments, and countless

other events take place outside those hours.

If you simply bought the S&P 500 (SPY)
when the market opened each day at 9:30
and sold when it closed at 4, you would
have made effectively zero money over the
past 30 years.

If you don’t believe me:

- Like Night and Day
- Magic of Overnight Stock Returns
- Growth Happens When You Sleep

Tangentially, Schwager noted in Market
Wizards that the most successful traders
lived far from Chicago or New York, and
that this physical separation insulated them
from the emotional contagion and
minute-to-minute noise of the pits.

I'm not advocating to stick your head n the
sand, but I am suggesting that you build the
muscle of not checking your portfolio daily.

If your portfolio keeps you up at night, it’s
probably not built right.

When Selling My House, I
Won’t Pay Taxes...Right?

That 1s usually correct...

Section 121 lets you exclude up to $250k of
gain ($500k if married) from the sale of a
primary residence, if you owned and lived in
it for at least two of the past five years.

But here’s where people go wrong. What 1s
considered gain?

Gain = Selling Price - Adjusted Basis

Adjusted basis 1s not your remaining
mortgage balance, nor simply the price you
paid for the house.

Adjusted basis 1s what you originally paid
plus capital improvements that add value,
extend the life, or adapt the property - some
closing costs and taxes can get added too.

Most homeowners do not track their basts,
and 1t usually doesn’t matter...until it does.

Friends of ours sold their home within two
years after a developer made an irresistible
offer. They didn’t qualify for the full Section
121 exclusion, but because they tracked their
basis carefully, their capital gains bill was
much smaller than expected.

ON THE NEX'T PAGLE

Another couple recently moved out of the
house they lived in for 32 years.
Fortunately, they kept track of their basis -
closing costs, kitchen and bath remodels,
etc. If they had not kept track, a massive
capital gains tax bill was headed their way...

Given the meteoric rise n prices, about
one-third of single homeowners are
estimated to have built up more equity than
the fed cap gains tax exclusion according to
this research. The same study estimated 8%
of married taxpayers are over the exclusion.

For the record, the $250k/$500k exclusion
amounts established by the Taxpayer Relief
Act of 1997 have not been updated for
mnflation. However, there are active
proposals to raise the limit and/or eliminate
this tax, at least at the federal level.

One outline goes even further by
eliminating capital gains tax entirely on
properties sold to first-time homebuyers
and on sales of rental homes to tenants.

That said, I doubt capital gains on primary
home sales are meaningfully suppressing
supply. Very few sellers are likely factoring
that tax angle into their decision to move.

ESPP Wash Sales
Be Careful When You Sell

Employee Stock Purchase Plans (ESPP)
can be a great benefit, but selling shares
can be a delicate matter.

The Augusta Rule
A Masterful Tax Break

Did you know that it’s possible to rent
your house and pay zero federal income
tax on the money earned?
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Collective Wisdom
Articles, Tweets, & More

Are Hyatt points dying? How to get
1009 back on your next car rental, the
doorman fallacy, free books from Dolly
Parton, and more...



https://www.nasdaq.com/articles/night-and-day
https://systematicindividualinvestor.com/2021/01/15/the-magic-of-overnight-stock-market-returns/
https://www.allquant.co/post/overnight-returns-growth-happens-when-you-sleep
https://www.irs.gov/taxtopics/tc701
https://www.irs.gov/publications/p523
https://www.realtor.com/advice/finance/home-equity-tax-capital-gains/
https://mbe.cpa/the-section-121-exclusion-guidelines-you-should-know/#:~:text=Remember%20that%20capital%20gains%20tax,can%20help%20you%20save%20thousands.
https://www.cnbc.com/2026/03/04/capital-gains-taxes-home-sales.html
https://www.cnbc.com/2026/03/04/capital-gains-taxes-home-sales.html
https://rsc-pfluger.house.gov/media/press-releases/rsc-chairman-pfluger-makes-push-second-reconciliation-bill-scott-jennings-show
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ESPP Wash Sales

An Employee Stock Purchase Plan (ESPP)
lets employees buy company stock at a
discount through payroll deductions.

I've seen companies offer anywhere
between a 5% and 15% discount on shares.

Participating in these plans 1s a great way to
hide money from yourself, but you must
have a distribution plan!

I see many people blindly dump money
mto employer stock for years and end up
egregiously over-allocated...or endowed to
a losing mvestment.

I recently advised someone to sell stock at
a loss in their ESPP account, but their
company purchases shares every month —
meaning any realized losses would likely
be disallowed under the wash sale rule.

A wash sale 1s when you sell a security at a
loss and buy the same or substantially
identical security within 30 days, which
makes the loss non-deductible.

And that 30-day restriction goes in both
directions...

You must watch out for restricted stock
units (RSUs) too because they can also be
considered a “purchase” for tax purposes.

ESPPs with frequent buying dates make it
hard (or impossible) to offset gains with
losses.

I just heard from a friend that his
company buys stock every two weeks!

My last firm bought every six months,
which gave us time to net gains/losses.

Sometimes it can make sense to sell
shares immediately once purchased for
this reason, but it depends on the plan.

The Augusta Rule

If you only had to putt, could you beat a
professional teeing off from the back?
Even if I started on the green every hole, 1
think the answer 1s easy - no.

But you know who does get a generous
handicap? Augusta homeowners during
The Masters - courtesy of the IRS.

The Augusta Rule (informally) refers to a
little-known IRS provision that allows
homeowners to rent their primary
residence at a “fair market rate” for up to
14 days per year and pay zero federal
income tax on the money earned...zero.

Read it and weep (tears of joy)

To be clear, this provision is not exclusive
to Augusta residents. Homeowners near
the U.S. Open, a Formula 1 race, or any
other major event can take advantage.

Not sure I'd rent my house for the
Richmond Nascar event, but it’s an idea...

If partaking, ensure that everything 1s well-
documented and priced correctly.

Article Arcade

Hyatt Falls Prey
One Mile at a Time

Hyatt recently unveiled a massive change

because Hyatt has historically offered
some of the best point redemption values

in the travel world. These changes are
slated for May, so consider booking early.

to their points system, which 1s noteworthy

The Doorman Fallacy
Sahil Bloom

“When you default to assuming that a
role or job is just the sum total of its
Surface Value, you make costly decisions
that ignore the Real Value hiding in plain
sight.” This article explains how the blind
pursuit of efficiency can result in
undesired outcomes. Great read.

Jobs That No Longer Exist

A Wealth of Common Sense

Technological improvements have
historically displaced workers for a period,
before eventually creating new jobs. Ben
thinks the same trajectory 1s likely for
artificial intelligence.

Stocks Up After Oil Shocks

Brian Sozzi on X

“Looking at all past episodes of o1l
spiking 509+, over the following 12
months equities tended to be up...we do
not see this to be 1974, 2000, or 2022
backdrop.”

Dolly Parton Free Books

Imagination Library

For those unaware, Dolly Parton’s
Imagination Library is a free
early-childhood literacy program that
mails a book each month to children from
birth to age five - at no cost to families. I
didn’t know about this until about four
months ago.

The New Proof of Work
Of Dollars and Data

With weight loss drugs and artificial
mtelligence at our fingertips, it’s
icreasingly difficult to discern the skill
and dedication of an individual. Nick
thinks work history, focus demonstration,
Al adoption, and the ability to command
attention will be the new proof of work.

Talk of the Month

Friend: Are you opening a Trump
Account for George?

Me: Yeah. We checked the box on our
tax return at least.

Friend: Gotcha. A personal, speculative
opinion of mine 1s that it’s a testing
ground for replacement of social security.

Me: Trump Accounts?

Friend: Yep. Whether it be a full or
partial replacement, I could see a reduced
mandatory FICA requirement that mvests
mside the Trump Account.

Perhaps even a replacement for 529
accounts as well...

It would likely hedge inflation risk better
than our current social security pay-as-you-
go system; however, there’s a decent
chance it exacerbates wealth inequality.

Regarding Trump Accounts, that was the
most unique take I've heard. There’s a
good chance the government isn’t even
thinking that far, but maybe they are...

If 1t actually happens one day, I have
written evidence that a reader called 1t!

Bay Rivers Group Wealth Partners Have Questions? Let’s Chat
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https://www.schwab.com/learn/story/primer-on-wash-sales
https://www.irs.gov/taxtopics/tc415
https://onemileatatime.com/news/world-of-hyatt-updates-award-chart-costs-increase/?ck_subscriber_id=2239522872&utm_source=convertkit&utm_medium=email&utm_campaign=%F0%9F%92%B0%20My%20Top%20Finds,%20Latest%20Deals,%20and%20Best%20Recommendations%20(2/28/26)%20-%2020874399&sh_kit=22a1ed54730b7aa5d2dabc8442c18e729b3d8080c1ecf7351765b0b8c445768b
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