


Key messaging and FAQ 
Top-line positioning 
Australians approaching or in retirement need certainty, and right now it's in short supply. They're weighing major financial decisions against a recently announced Budget, and impending tax policy environment that's still taking shape and subject to considerable uncertainty moving forward.
Step back and the shape of it is clear: a generational rebalancing, first with Division 296 and now with family trusts, the negatively geared property and the 50% CGT discount all being significantly curtailed or removed altogether.
Our advice to investors is to stay informed, stay flexible, and not restructure on a rumour, particularly with changes to the Budget announcements possible given the consultation which will be required before any of the announced changes are enacted.  Trusts, property, companies, super – none of these are going away. But the way they can continue to earn their place in wealth accumulation, retirement and inheritance planning is changing, and those who come out of this with confidence, will be the ones who choose their structures with a long-term view in mind. 
1. What are the key Budget announcements for investors? 
Treasurer Jim Chalmers has used the 2026 Federal Budget to formalise what has been a steady direction of travel: intergenerational fairness is now the defining lens for tax and economic policy.
The changes to the capital gains tax (CGT) discount sit at the centre. Initially framed as a housing measure, the reform has landed as a cross-asset reset. Gains up to 1 July 2027 are grandfathered (i.e. dealt with under the existing rules), while gains from that date move to an indexation-based regime – a clear negative for investors will continue to hold property and direct equities outside super.
Trust taxation is the second front. The Budget moves trusts closer to a company-style treatment, stripping out the flexibility many investors have practically acknowledged in distributing income between family members (and resulting in potential double taxation for corporate beneficiaries).
Superannuation, as ever, remains in motion. Alongside the Budget, Division 296 - the new 15% tax on earnings attributable to balances above $3 million from 1 July 2026 – underscores a growing shift toward policy-driven risk in long-term planning.
Collectively, the direction is clear: the government is willing to redraw the tax settings that have historically underpinned wealth accumulation, with a greater share of that adjustment reportedly falling on the older asset owners.
2. How may new CGT and negative gearing law changes flowing from the Budget be likely to impact accumulators and retirees?
The most significant impact isn't the tax itself, but the uncertainty the Budget has embedded into long-held planning assumptions.
For investors who built wealth with the 50% CGT discount in place going forward, particularly those holding multiple investment properties, the question becomes structural: do you realise gains sooner or hold and accept a potentially lower-return (noting that the removal of the discount should only apply to gains which accrue from 1 July 2027 onwards)?
For accumulators, it reopens the asset allocation conversation. For pre-retirees in the 55–65 age bracket, the question sharpens - they're closer to drawing down, so the trade-off between selling now and holding through the transition matters more.
There's a market-level dynamic too. If a large cohort of investors sell ahead of the changes, that pressure could itself depress asset values - partially offsetting the tax advantage of cutting and running. We may also see a rotation into equities as capital reallocates out of property.
Retirees with assets inside the superannuation pension phase are largely insulated, with earnings through an allocated pension remaining tax-free. Those holding assets in their personal name face the same recalibration as accumulators.
3. Based on the wording reviewed in the Budget, what are 1-2 examples of the potential tax and/or other impacts of these proposed changes for investors?
Take an investor who purchased an investment property 15 years ago. Under the announced grandfathering arrangements, if the implementation date (i.e. 1 July 2027) falls at the property's 10-year mark, the effect may be that roughly two-thirds of the eventual capital gain sits under the existing regime and would retain the effect of the 50% discount, and the remaining one third will fall under the new indexation-based treatment, with only gains above an indexed cost base taxable (noting it remains to be seen what rules will be implemented in terms of how gains and losses will be allocated between the period prior to 1 July 2027 and the period after 1 July 2027).
The accrued gains to the implementation date will have been effectively locked in, so there's no retrospective penalty when the asset is eventually sold. But the calculation becomes considerably more complex at the point of sale, and the after-tax return materially lower on gains accruing from here.
A second example: an investor using a family trust to distribute investment income across family members. With trusts moving to company-style taxation, that flexibility disappears, and the comparison with alternative structures shifts.
The broader point these examples illustrate is that the planning assumptions investors have relied on for decades are being recalibrated simultaneously, across multiple vehicles.
4. Are there any other announcements you wish to discuss in more detail, and why should investors take note of them?
Trust taxation is the announcement I'd encourage investors to watch most closely, alongside the CGT changes. Together, they signal a steady narrowing of the structures that have historically delivered tax efficiency for Australian investors.
The options are thinning. Superannuation is constrained by contribution caps and the Division 296 tax adding 15% on earnings attributable to balances above $3 million. Trusts, moving toward company-style taxation at the 30% corporate rate, loose their advantages of their previously income streaming flexibility that has been their core planning advantage. Direct holdings outside super face a CGT regime where future gains are taxed on an indexation basis at marginal rates.
At that point, alternative structures start to draw appeal. Investment bonds, for example, are taxed internally at 30% but become tax-free in the investor's hands after a 10-year holding period, provided the 10-year rule has not been reset; (with tax continuing to be paid in the life company at up to 30%), with estate planning features trusts may not be able to tax-effectively match under the new regime.
The Budget has made clear that traditional concessions can no longer be relied upon as the foundation for long-term planning. Prudent investors will look carefully at what alternatives deliver a tax-effective outcome with the certainty the current environment lacks.
5. What are the implications of the Budget’s incoming tax treatment of trusts?
The announced change is a 30% minimum tax on distributable net income of discretionary trusts (and resulting in potential double taxation for corporate beneficiaries in the absence of an available tax offset).  It applies regardless of the beneficiary's marginal rate, and it applies to the whole distribution (noting it is understood that tax offsets will be provided to non-corporate beneficiaries so that the minimum rate of tax on distributions from discretionary trusts is at least 30%). The major carve-outs are expected to be fixed and widely held trusts, complying super funds, special disability trusts, deceased estates and charitable trusts. Everything else is in scope.
Importantly, it is proposed that there will be rollover relief for three years from 1 July 2027 to support small businesses and others that wish to restructure out of discretionary trusts into another entity type, such as a company or a fixed trust.
In practice, this may be the end for the use of the discretionary trust as a family income streaming strategy. Australian families have used discretionary trusts for decades to protect assets and also, enjoyed ancillary benefits from income streaming between a high-earning spouse, a partner out of the workforce, and adult children at universities. Tax those distributions at a minimum 30% and most of the tax benefits go. Now, families who have structured their affairs having in mind the ancillary advantages of income splitting, will need to rethink their whole approach.
The families most exposed are professionals who built their affairs around income streaming, like doctors, dentists, accountants, lawyers or consultants, but also other small businesses that operate with trust owners. The real question is where should their capital stay or go from here? 
Direct holdings, super and investment bonds – each has a role, each has trade-offs – but the era of one structure doing all the work is coming to an end. 
6. Who is likely to be hit by the new laws from the Budget, and who is likely to pay the most?
Trusts: On the trust side, it's the high-income professional households - doctors, dentists, lawyers, accountants, consultants, but also other small businesses that are operate with trust owners. But the rate change is felt most sharply by the people on the receiving end. Adult children at university, a spouse out of the workforce. They go from incurring little or no tax on that income to having 30% deducted.
CGT and negative gearing: CGT and negative gearing change the maths for a different group: investors with interests in existing properties (i.e. not new builds) and capital assets, and anyone whose strategy has leant on utilising tax losses today (if eligible) and a CGT discount at exit. These are decisions people made years ago on the basis of tax settings that are now being rewritten.
Wider takeaway: It's the same household at the centre of all three changes - the earners who structured their wealth around the system as it was. Trusts, property, capital gains. They're getting hit in three places at once.
7. How may law changes to follow from the Budget change impact people's investment behaviour?
CGT: Where growth is the goal, holding periods get a lot longer. The only way to compound is to stay invested and defer capital gains for as long as possible. That drives demand for more control over when you realise a gain - which is bad news for managed investment schemes (where portfolio turnover can be as high as 100% or more in a year), and better for direct holdings. A quieter part of the CGT story is bracket creep. Replace the 50% discount with indexation and more of every gain becomes taxable. Once you're recognising a bigger gain in a single year, you will most likely get pushed into a higher tax bracket. Treasury collects more and collects at a higher rate.
Negative gearing: Cap negative gearing to new builds only (subject to grandfathering), or ring-fence the losses from ordinary taxable income, and the calculation changes. Investment decisions become less about the tax outcome and more about whether the asset stacks up on its own. You'll see capital rotate. Some of it into higher-yielding assets, some into non-property exposures, some into geared share strategies, which could lift share prices through increased demand.
Grandfathering: Grandfathering is what drives the short-term behaviour before the rules become effective on 1 July 2027 (reiterating that they apply to assets which commence to be held from 7.30pm on 12 May 2026). For property, the price impact is likely modest - estimates put it at one to two per cent - because the grandfathered assets should keep their existing tax treatment up until the change. But the decision-making accelerates over time. Investors who think they've maxed out their growth, and expect muted appreciation ahead, will most likely look to sell early to lock in the benefit of the existing rules. Grandfathering is meant to be a transition. In practice, it's a starting gun.
Equities: Growth stocks lose some of their appeal as the tax benefit of holding for growth shrinks. Income stocks become relatively more attractive, and you'd expect that to start showing up in pricing.
Trusts: Inside trusts, you may see a shift away from income-yielding assets towards growth, where the gains stay unrealised and there's nothing to distribute.  The trust stops being a tool for managing family distributions year-to-year and starts being something families plan around bigger liquidity events - a retirement or a business sale.
8. What the Budget measures may mean for people by their generation
Generational overview: What's actually happening here is the largest forced rewrite of intergenerational wealth planning in thirty years. The trust, the negatively geared property, the CGT discount were how Australian families accumulated and moved wealth between generations. Take all three off the table at once, and the timing, size and shape of intergenerational transfers all change. 
Boomers and Gen X: Boomers and Gen X built their plans around streaming income through trusts - to adult children, non-working partners, sometimes to elderly parents. A flat 30% on distributions from discretionary trusts to all beneficiaries ends that overnight. They lose the levers they used to support the next generation in real time.
On negative gearing specifically, the asset-rich older investors will ride this out - they've already accumulated, they can defer, restructure, or hold indefinitely. The most exposed group is middle-aged accumulators: leveraged, on the top marginal rate, midway through building their wealth. They have neither the flexibility of the older cohort nor the time horizon of the younger one. They'll wear the brunt of this.
Gen X specifically: Gen X is the worst-placed cohort in this Budget. They're in their peak earning years, fully exposed to the new tax settings, and they don't have the runway Boomers have to absorb the change. Expect Gen X to drive sharp demand for tax-paid vehicles and deferral structures - anything that lets them lock in tax certainty for the long-dated decisions they're making now around retirement and inheritance.
Millennials and Gen Z: For Millennials and Gen Z, the support system gets more expensive, and that changes its rhythm. Less ongoing top-up income through trusts. More reliance on lumpy, high-stakes transfers, such as school fees, a home deposit, or eventually an estate. The trade-off? They may get a more accessible housing market, but the everyday family help they were counting on becomes harder to deliver. They'll inherit later, in larger chunks, with less in between.
Business owners: Business owners - tradies, farmers, professional services families - are the cohort that gets hit twice. They're being pushed to retain earnings inside corporate structures, which means less household cash flow and far more reliance on accountants and advisers to navigate the year. For a small business already running thin on time, the cost and complexity of a trust structure just went up materially.
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