Forex Trading Taxation.
CPAs

Green Trader Tax (Green & Company CPAs, LLC) can be found at www.GreenTraderTax.com or www.GreenTrader.com. The firm is located in New York City and, accordingly, their fees are rather steep. However, they have an excellent web site that offers an abundance of free information that can be referenced by an individual trader or his/her tax preparer.  Robert Green, CPA and Hannah Terhune, his attorney partner, speak frequently at trading conferences, such as the Forex Trading Expo and Traders Expo.

 

In the Midwest there is Meany & Dedek, LLC at www.eDayTraderTax.com. They are located in Dixon, IL west of Chicago. This is a "Cyber CPA Firm" but their web site is informative and their fees appear quite reasonable. This firm has been noted in the elitetrader.com forum.

 

In the Denver area is Mann & Company, CPAs P.C. and they can reached at www.DayTraderTax.com. They are located in Broomfield, CO, their web site is informative and rates appear reasonable. The elitetrader.com forum has also noted this resource.

 

Traders Accounting at www.TradersAccounting.com is located in Phoenix, AZ. The web site, at first look, appears very promotional but it does provide considerable information. This firm also does presentations at the Forex Trading Expo and can provide a great deal of information at no cost. On their web site a 45-page Tax Action Plan is offered for free if one completes a survey. Based upon the completed survey, this personalized report is part promotional but very informative and is a significant resource for anyone not familiar with the benefits of filing as a trader.  

Issues

A couple of key issues regarding trader tax status appear to be the number of trades executed in a year (Traders Accounting suggests 300+ while Green Trader Tax advises 700+). Apparently the IRS Code does not specify a number so this is a gray area. Another issue is part-time vs. full-time trading. Traders accounting advises against filing as a trader if you are not devoting full-time to the effort while Green Trader tax does not. Most novice traders will have to deal with these issues to qualify as a trader and reap the benefits of filing as such. One of these benefits is the option of treating trading gains or losses as capital or ordinary income (e.g. if a trader has a losing year he/she may want to characterize losses as ordinary if he/she has other ordinary income, such as salary from a spouse). Another benefit is to expand the scope of deductible expenses (e.g. retirement plan expenses, medical expenses, educational expenses for conferences, etc.) beyond those allowed for investors which are very limited. The list of deductible expenses is very long and affords a "trader" significant tax advantages over an "investor".

 

Another matter that should be of concern to some traders is the trading for third parties such as family and friends. Both Traders Accounting and, especially, Green Trader Tax provide resources for tax planning. 
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