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Income Insights: Understanding Investment
Income

Income Insights is a series designed to quickly describe important income tax concepts for
advisors and their clients.
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Understanding Investment Income

Investment income comes from various sources, each with its own reporting requirements and
tax implications. Below, we explain the primary types of taxable investment income, their
applicable tax rates, and the forms used for reporting them.

Interest income

Interest income is earned from savings accounts, taxable bonds, and other interest-bearing
accounts. It's generally reported on Form 1099-INT. This form is issued by banks and financial
institutions to report interest income over $10. Interest income is generally taxed as ordinary
income, which means it’s subject to the individual's marginal tax rate (up to 37%) and the net
investment income (NII) surtax, if applicable.

Dividend income

Dividends are payments made by corporations to their shareholders and can be classified as
either qualified or ordinary dividends. Dividends are reported on Form 1099-DIV. Qualified
dividends are taxed at the long-term capital gains rates—which can be 0%, 15%, or 20%—and
the NIl surtax depending on your taxable income. Ordinary dividends are taxed as ordinary
income at your marginal tax rate (up to 37%) and the NIl surtax, if applicable.

Capital gains

Capital gains arise from the sale of investments like stocks and bonds and are reported on Form
1099-B. Capital gains are taxed differently depending on the sold asset’s holding period. Short-
term capital gains are taxed as ordinary income (up to 37% plus the NIl surtax, if applicable) and
result from the sale of assets held for one year or less. Long-term capital gains, which result
from the sale of assets held for more than one year, are taxed at the long-term capital gains
rates (0%, 15%, or 20%) plus the NIl surtax, if applicable. Capital losses can offset capital gains
dollar for dollar. If losses exceed gains, up to $3,000 of the net capital loss can be used to offset
ordinary income, potentially lowering the overall tax burden.

Understanding the different types of taxable investment income is essential for effective tax
planning. Be sure to maintain accurate records of all investment income and consult a tax
professional if you have specific questions about your situation. This knowledge will help you
navigate your tax obligations more effectively and potentially minimize your tax liabilities.

Allspring Global Investments does not provide accounting, legal, or tax advice or investment
recommendations. Any tax or legal information on this page is merely a summary of our
understanding and interpretations of some of the current income tax regulations and is not



exhaustive. Investors should consult their tax advisor or legal counsel for advice and
information concerning their particular situation.
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This material is provided for informational purposes only and is for professional/institutional
and qualified clients/investors only. Not for retail use outside the U.S. Recipients who do not
wish to be treated as professional/institutional or qualified clients/investors should notify
their Allspring contact immediately.

THIS CONTENT AND THE INFORMATION WITHIN DO NOT CONSTITUTE AN OFFER OR
SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE
UNAUTHORIZED OR UNLAWFUL TO DO SO AND SHOULD NOT BE CONSIDERED INVESTMENT
ADVICE, AN INVESTMENT RECOMMENDATION, OR INVESTMENT RESEARCH IN ANY
JURISDICTION.

INVESTMENT RISKS: All investments contain risk. Your capital may be at risk. The value, price,
or income of investments or financial instruments can fall as well as rise and is not
guaranteed. You may not get back the amount originally invested. Past performance is not a
guarantee or reliable indicator of future results.
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