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For most married couples, filing a joint tax return tends to result in the lowest overall tax liability. However,
there are specific circumstances where filing separately can be more advantageous.

e In cases where both spouses have similar W-2 taxable income, and

e Their overall tax liability may remain nearly the same, regardless of their filing status—provided no other
factors come into play.

Tradeoffs

It's essential to consider the trade-offs involved.

1. Filing separately can disqualify couples from certain tax benefits. For example, the child and dependent care
credit and education credits are typically unavailable to those filing separately.

2. Additionally, the deduction for capital losses is capped at $1,500 for married individuals filing separately,
compared to $3,000 for those filing jointly.

Benefits

Despite these limitations, there are scenarios where the benefits of filing separately may outweigh the
drawbacks.

One such situation is when one spouse has significant medical expenses. Medical expenses are only deductible
if they exceed 7.5% of adjusted gross income (AGI). Filing separately can reduce the AGI for one spouse,
potentially increasing the amount of deductible medical expenses.

There are also non-tax-related reasons to consider filing separately, even if it results in a higher tax bill. For
instance, one spouse may be on an income-driven repayment plan for student loans. Filing separately could
lower their reported income, which might reduce their monthly loan payments.

How to decide?

Ultimately, the decision to file separately or jointly is not straightforward. The optimal choice depends on
income levels, available deductions, and credit eligibility. While filing separately can save money in some
instances, there may also be strategic or financial reasons to choose this option, even if it costs more.

For personalized advice tailored to your unique situation, consult with our team. We can help you evaluate all
the factors and identify the best filing strategy to maximize your financial benefits.
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