












































Table 1
REVENUE ESTIMATES OF THE ADMINISTRATION'S CAPITAL GAINS PROPOSAL

Fiscal Years 1989-1999'/

[Billions of Dollars]

Item2/ 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1)

45% Exclusion

Statiic! Effect ol cvc. sl inais cma smae e s =3.0 =20.8 =23.4 =25.4 =27.1 =27.8 =28.5 =301 =31.7 =33.3 =85.0
Induced Realizations. ... oo om o e 3.3 21.4 17.2 16.6 17.4 16.2 16.6 15755 18.4 19.4 20.4
Total, 5% EACIUSTON..nvnrnrnrnnnranananne 0.3 0.6 -6.2 -8.9 -9.8 -11.6 -12.0 -12.6 -13.2 -13.6 -14.7

1E15) Efffect iivenbat el e e e e 0.3 1.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
111) Exclusion of Certain Asset Types.......... 0.2 1.3 2.7 2.9 3.1 3.2 3.3 3.4 3.6 3.8 4.0
1v) Transition to 3-year Holding Period....... 0.0 0.0 0.0 0.1 0.3 =1.9 2,2 -1 6 3:3 2.5 2.7
V) Exclusion for Certain Taxpayers........... =0 -0.4 -0.4 -0.5 ~0.5 =0:95 -0.6 -0.6 =07 =08 -0.9
Total, Revenue Effect............ccinieeevecacnnnn 0.7 3.3 -4.0 -6.4 -6.9 -10.9 -7.1 -11.4 =70 -8.4 -8.9

Joint Committee on Taxation

Totals may not add due to rounding.

1/ The official CBO baseline extends only through fiscal year 1994. Estimates for fiscal years 1995 through 1999 assume that
the CBO baseline assumption for realizations countinues to grow at tne average rate of growth of the period 1990 through 1994,

2/ Item I has three subparts. The third is the net revenue effect which would result from a 45 percent exclusion, with a

max i mum

15 percent tax rate, for capital gains regardless of asset type assuming a one-year holding period and an effective date

of sales on or arter January 1, 1989, The first subpart shows the "static"” revenue effect, that is the revenue effect
assuming no taxpayer behavioral response. The second subpart, "induced realizations,” shows the effect on revenues of new



Table 2
Congressional Budget Office
Calculation of Realization of Net Long-Term Gains
and National GNP

Realization of

Net Long-Term Year-to-Year Gross National
Ga@ns Percentage Product Year-to-Year
(billions of Change in (billions of Percentage
Year dollars) Realizations dollars) Change in GNP
1954 7.0 = 372.5 -=
8955 9.7 38.6 405.9 9.0
1956 9.6 =1.0 428.1 5.5
1957 8.2 -14.6 451.0 5.3
1958 9.3 8.1 456 .8 1.3
#1959 12 .9 38.7 495.8 8155
1960 1) =9.3 515.32 3.9
1961 15..7 34.2 533.8 3.6
1962 13.6 -13.4 574.6 7.6
896 3 14.5 6.6 606.9 5.6
1964 17.0 IL7/ 5 24 649.8 71
196 5 20.8 22.4 705.1 8.5
1966 21.8 4.8 772.0 9.5
1967 27 .3 2512 816.4 5.8
1968 35.8 31.1 892.7 9.3
1969 326 =8.1 963.9 8.0
1970 21.3 -34.7 1,015.5 5.4
971 28.2 32.4 1,102.7 8.6
197 2 36.1 28.0 1,212.8 10.0
97 3 3528 -0.8 1,359.3 12.1
1974 30.0 =162 1,472.8 8.3
1975 30...7 2.3 1,598.4 8.5
1976 39,2 27 o7 1,782.8 LSS
8977 44.4 13.3 1,990.5 1157
1978 48.9 10. L 2,249.7 13.0
1979 71.3 45.8 2,508.2 115
1980 70.8 =0e7 2,732.0 8.9
1981 78.3 10.6 3,052.6 1Y .7
1982 87.1 11.2 3,166.0 3.7
1983 117.3 34.7 3,405.7 735
1984 1359 15:89 3,765.0 10.5
1985 165.5 21.8 3,998.1 6.2

Source: CBO, How Capital Gains Tax Rates Affect Revenues: The
Historical Evidences, March 1988.




realizations undertaken and conversion of ordinary income to capital gain by taxpayers in response to the preferential rate.
Item 11 presents the estimated revenue effect resulting from moving the effective date of the proposal to July 1, 1989.
Ttem I11 presents the estimated revenue effect resulting from excluding collectibles and depreciable property.

Item IV presents the revenue effect of the lengthening, on a phased-in basis, of the holding period.

Item V presents the effect of providing a 100-percent exclusion to those eligible taxpayers with adjusted gross income less than
$20,000.



Figure 1.
CAPITAL GAINS AND GNP
HISTORICAL AND FORECAST "
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Source: Joint Committee on Taxation
1/ Prior to 1988, actual values are shown.



Figure 2.

CAPITAL GAINS AS A PERCENT OF
GROSS NATIONAL PRODUCT ¥
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Source: Joint Committee on Taxation
1/ Prior to 1988, actual values are shown.

e

{ | A P S | S|

S | | S [ S

| S [

0

82 83 84 85 86 87 88 89 90 91 92 93 94

CALENDAR YEAR

—1— JCT ESTIMATE



Figure 3.
CAPITAL GAINS AND THE STOCK MARKET
1975 to PRESENT
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Source: Joint Committee on Taxation






