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extent that they are connected with the gross income
included under this section, except that the capital loss
carryover provided by section 1212(b) shall not be
allowed; and the proper allocation and apportionment of
the deductions for this purpose shall be determined as
provided under regulations prescribed by the Secretary
or his delegate.
For purposes of paragraph (2), the deductions allowed by
section 873(b) shall be allowed; and the deduction (for
losses not connected zqith the trade or business if incurred in
transactions entered into for profit) allowed by section
165(c)(2) shall be allowed, but only if the profit, if such
transaction had resulted in a profit, would be included in
gross income under this section.

“(c) SpeciAL RULES oF SOURCE.—For purposes of
subsection (b), the following items of gross income shall
be treated as income from sources within the United States:

“(1) SALE oF PROPERTY.—Gains on the sale or
exchange of property (other than stock or debt obliga-
tions) located in the United States.

“(2) STOCK OR DEBT OBLIGATIONS.—@ains on the
sale or exchange of stock issued by a domestic corpora-

tion or debt obligations of United States persons or of
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