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CROSS REFERENCES 

Gross income defined, see section 61 of this title. 
Inventory items of partnership as including stock in 

trade of taxpayer, see section 751 of this title. 
Sale or exchange of residence as nontaxable, see sec-

tion 1034 of this title. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 170, 198, 263A, 
267, 341, 367, 543, 707, 751, 775, 818, 856, 857, 864, 865, 954, 
995, 1092, 1223, 1231, 1234, 1248, 1362, 1397B, 4662, 7704 of 
this title. 

§ 1222. Other terms relating to capital gains and 
losses 

For purposes of this subtitle— 

(1) Short-term capital gain 

The term ‘‘short-term capital gain’’ means 
gain from the sale or exchange of a capital 
asset held for not more than 1 year, if and to 
the extent such gain is taken into account in 
computing gross income. 

(2) Short-term capital loss 

The term ‘‘short-term capital loss’’ means 
loss from the sale or exchange of a capital 
asset held for not more than 1 year, if and to 
the extent that such loss is taken into account 
in computing taxable income. 

(3) Long-term capital gain 

The term ‘‘long-term capital gain’’ means 
gain from the sale or exchange of a capital 
asset held for more than 1 year, if and to the 
extent such gain is taken into account in com-
puting gross income. 

(4) Long-term capital loss 

The term ‘‘long-term capital loss’’ means 
loss from the sale or exchange of a capital 
asset held for more than 1 year, if and to the 
extent that such loss is taken into account in 
computing taxable income. 

(5) Net short-term capital gain 

The term ‘‘net short-term capital gain’’ 
means the excess of short-term capital gains 
for the taxable year over the short-term cap-
ital losses for such year. 

(6) Net short-term capital loss 

The term ‘‘net short-term capital loss’’ 
means the excess of short-term capital losses 
for the taxable year over the short-term cap-
ital gains for such year. 

(7) Net long-term capital gain 

The term ‘‘net long-term capital gain’’ 
means the excess of long-term capital gains 
for the taxable year over the long-term capital 
losses for such year. 

(8) Net long-term capital loss 

The term ‘‘net long-term capital loss’’ 
means the excess of long-term capital losses 
for the taxable year over the long-term capital 
gains for such year. 

(9) Capital gain net income 

The term ‘‘capital gain net income’’ means 
the excess of the gains from sales or exchanges 
of capital assets over the losses from such 
sales or exchanges. 

(10) Net capital loss 

The term ‘‘net capital loss’’ means the ex-
cess of the losses from sales or exchanges of 
capital assets over the sum allowed under sec-
tion 1211. In the case of a corporation, for the 
purpose of determining losses under this para-
graph, amounts which are short-term capital 
losses under section 1212 shall be excluded. 

(11) Net capital gain 

The term ‘‘net capital gain’’ means the ex-
cess of the net long-term capital gain for the 
taxable year over the net short-term capital 
loss for such year. 

For purposes of this subtitle, in the case of fu-
tures transactions in any commodity subject to 
the rules of a board of trade or commodity ex-
change, the length of the holding period taken 
into account under this section or under any 
other section amended by section 1402 of the Tax 
Reform Act of 1976 shall be determined without 
regard to the amendments made by subsections 
(a) and (b) of such section 1402. 

(Aug. 16, 1954, ch. 736, 68A Stat. 322; Pub. L. 
88–272, title II, § 230(b), Feb. 26, 1964, 78 Stat. 100; 
Pub. L. 91–172, title V, §§ 511(a), 513(c), Dec. 30, 
1969, 83 Stat. 635, 643; Pub. L. 94–455, title XIV, 
§ 1402(a)(1), (2), (d), title XIX, § 1901(a)(136), Oct. 4, 
1976, 90 Stat. 1731, 1733, 1787; Pub. L. 98–369, div. 
A, title X, § 1001(a), (e), July 18, 1984, 98 Stat. 
1011, 1012.) 

REFERENCES IN TEXT 

The Tax Reform Act of 1976, referred to in last sen-
tence, is Pub. L. 94–455, Oct. 4, 1976, 90 Stat. 1520, as 
amended. For complete classification of this Act and of 
section 1402 of such Act to the Code, see Tables. 

AMENDMENTS 

1984—Pars. (1) to (4). Pub. L. 98–369 substituted ‘‘6 
months’’ for ‘‘1 year’’, applicable to property acquired 
after June 22, 1984, and before Jan. 1, 1988. See Effective 
Date of 1984 Amendment note below. 

1976—Pars. (1) to (4). Pub. L. 94–455, § 1402(a)(2), pro-
vided that ‘‘9 months’’ would be changed to ‘‘1 year’’. 

Pub. L. 94–455, § 1402(a)(1), provided that ‘‘6 months’’ 
would be changed to ‘‘9 months’’ for taxable years be-
ginning in 1977. 

Par. (9). Pub. L. 94–455, § 1901(a)(136)(A), substituted 
‘‘Capital gain net income’’ and ‘‘capital gain net in-
come’’ for ‘‘Net capital gain’’ and ‘‘net capital gain’’ in 
heading and text. 

Par. (11). Pub. L. 94–455, § 1901(a)(136)(B), substituted 
‘‘Net capital gain’’ and ‘‘net capital gain’’ for ‘‘Net sec-
tion 1201 gain’’ and ‘‘net section 1201 gain’’ in heading 
and text. 

Pub. L. 94–455, § 1402(d), inserted sentence at end re-
lating to length of holding period in case of futures 
transactions in commodities. 

1969—Par. (9). Pub. L. 91–172, § 513(c), substituted 
‘‘The’’ for ‘‘In the case of a corporation, the’’. 

Par. (11). Pub. L. 91–172, § 511(a), added par. (11). 
1964—Pars. (9), (10). Pub. L. 88–272 struck out provi-

sions from par. (9) relating to taxpayers other than cor-
porations, and inserted ‘‘In the case of a corporation’’ 
in par. (10). 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–369 applicable to property 
acquired after June 22, 1984, and before Jan. 1, 1988, see 
section 1001(e) of Pub. L. 98–369, set out as a note under 
section 166 of this title. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Section 1402(a)(1) of Pub. L. 94–455 provided that the 
amendment made by that section is effective with re-
spect to taxable years beginning in 1977. 
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Section 1402(a)(2) of Pub. L. 94–455 provided that the 
amendment made by that section is effective with re-
spect to taxable years beginning after Dec. 31, 1977. 

Amendment by section 1901(a)(136) of Pub. L. 94–455 
applicable with respect to taxable years beginning after 
Dec. 31, 1976, see section 1901(d) of Pub. L. 94–455, set 
out as a note under section 2 of this title. 

EFFECTIVE DATE OF 1969 AMENDMENT 

Amendment by section 513(c) of Pub. L. 91–172 appli-
cable to taxable years beginning after Dec. 31, 1969, see 
section 513(d) of Pub. L. 91–172, set out as a note under 
section 1211 of this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Amendment by Pub. L. 88–272 applicable to taxable 
years beginning after Dec. 31, 1963, see section 230(c) of 
Pub. L. 88–272, set out as a note under section 1212 of 
this title. 

CROSS REFERENCES 

Gains derived from dealings in property as gross in-
come, see section 61 of this title. 

Limitation of capital losses, see section 1211 of this 
title. 

Losses by corporations and individuals deductible 
from gross income, see section 165 of this title. 

Rate of income tax on individuals, see section 1 of 
this title. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 32, 265, 4981, 4982 
of this title. 

§ 1223. Holding period of property 

For purposes of this subtitle— 
(1) In determining the period for which the 

taxpayer has held property received in an ex-
change, there shall be included the period for 
which he held the property exchanged if, under 
this chapter, the property has, for the purpose 
of determining gain or loss from a sale or ex-
change, the same basis in whole or in part in 
his hands as the property exchanged, and, in 
the case of such exchanges after March 1, 1954, 
the property exchanged at the time of such ex-
change was a capital asset as defined in sec-
tion 1221 or property described in section 1231. 
For purposes of this paragraph— 

(A) an involuntary conversion described in 
section 1033 shall be considered an exchange 
of the property converted for the property 
acquired, and 

(B) a distribution to which section 355 (or 
so much of section 356 as relates to section 
355) applies shall be treated as an exchange. 

(2) In determining the period for which the 
taxpayer has held property however acquired 
there shall be included the period for which 
such property was held by any other person, if 
under this chapter such property has, for the 
purpose of determining gain or loss from a sale 
or exchange, the same basis in whole or in part 
in his hands as it would have in the hands of 
such other person. 

(3) In determining the period for which the 
taxpayer has held stock or securities received 
upon a distribution where no gain was recog-
nized to the distributee under section 1081(c) 
(or under section 112(g) of the Revenue Act of 
1928, 45 Stat. 818, or the Revenue Act of 1932, 48 
Stat. 705), there shall be included the period 
for which he held the stock or securities in the 

distributing corporation before the receipt of 
the stock or securities on such distribution. 

(4) In determining the period for which the 
taxpayer has held stock or securities the ac-
quisition of which (or the contract or option 
to acquire which) resulted in the nondeduct-
ibility (under section 1091 relating to wash 
sales) of the loss from the sale or other dis-
position of substantially identical stock or se-
curities, there shall be included the period for 
which he held the stock or securities the loss 
from the sale or other disposition of which was 
not deductible. 

(5) In determining the period for which the 
taxpayer has held stock or rights to acquire 
stock received on a distribution, if the basis of 
such stock or rights is determined under sec-
tion 307 (or under so much of section 1052(c) as 
refers to section 113(a)(23) of the Internal Rev-
enue Code of 1939), there shall (under regula-
tions prescribed by the Secretary) be included 
the period for which he held the stock in the 
distributing corporation before the receipt of 
such stock or rights upon such distribution. 

(6) In determining the period for which the 
taxpayer has held stock or securities acquired 
from a corporation by the exercise of rights to 
acquire such stock or securities, there shall be 
included only the period beginning with the 
date on which the right to acquire was exer-
cised. 

(7) In determining the period for which the 
taxpayer has held a residence, the acquisition 
of which resulted under section 1034 (as in ef-
fect on the day before the date of the enact-
ment of the Taxpayer Relief Act of 1997) in the 
nonrecognition of any part of the gain realized 
on the sale or exchange of another residence, 
there shall be included the period for which 
such other residence had been held as of the 
date of such sale or exchange. For purposes of 
this paragraph, the term ‘‘sale or exchange’’ 
includes an involuntary conversion occurring 
after December 31, 1950, and before January 1, 
1954. 

(8) In determining the period for which the 
taxpayer has held a commodity acquired in 
satisfaction of a commodity futures contract 
(other than a commodity futures contract to 
which section 1256 applies) there shall be in-
cluded the period for which he held the com-
modity futures contract if such commodity fu-
tures contract was a capital asset in his hands. 

(9) Any reference in this section to a provi-
sion of this title shall, where applicable, be 
deemed a reference to the corresponding provi-
sion of the Internal Revenue Code of 1939, or 
prior internal revenue laws. 

(10) In determining the period for which the 
taxpayer has held trust certificates of a trust 
to which subsection (d) of section 1246 applies, 
or the period for which the taxpayer has held 
stock in a corporation to which subsection (d) 
of section 1246 applies, there shall be included 
the period for which the trust or corporation 
(as the case may be) held the stock of foreign 
investment companies. 

(11) In the case of a person acquiring prop-
erty from a decedent or to whom property 
passed from a decedent (within the meaning of 
section 1014(b)), if— 
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