1031 Exchange For Dummies
Section 1031 expressly states that property strictly held for resale does not qualify for an
exchange. This means that investors and developers who strictly “flip” properties do not qualify
for exchange treatment because their intent is resale rather than holding for an investment. IRC
Section 1031 (a)(1) states: "No gain or loss shall be recognized on the exchange of property held
for productive use in a trade or business.
If, as part of the exchange, you also receive other (not like-kind) property or Section 1031 does
not apply to exchanges of inventory, stocks, bonds, notes, other. (1) To put it simply, a 1031
exchange allows an investor to “defer” paying capital gains taxes on an investment property when
it is sold, as long another “like-kind property” is purchased with the profit gained by the sale of
the first property. These are not publicly traded and are not registered with the Securities and
Exchange Commission, which means they do not have the same regulatory.
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