Beyond property: what the new negative gearing changes mean for investors
For decades, residential property has been one of Australia’s most popular investment choices. A key reason has been the ability to negatively gear investment properties, allowing investors to offset losses against their taxable income.
New tax laws change the treatment of negative gearing for certain residential investment properties. These changes are expected to significantly alter how attractive this strategy is for some investors.
The debate around the new laws has prompted many Australians to reconsider the role of property within their broader wealth-building strategy.
What has changed?
The Government has legislated to limit negative gearing benefits for certain residential investment properties.
Under the legislation, from 1 July 2027, newly acquired established residential investment properties will no longer be able to use rental losses to reduce other assessable income. Instead, those losses will generally only be available to offset future rental income or capital gains from residential property investments.
The changes will not apply uniformly across all investors, but they are designed to reduce one of the key tax advantages that has traditionally supported investment property ownership.
Why does this matter?
For many investors, property has offered a combination of rental income, potential capital growth and tax benefits.
Going forward, investors purchasing eligible residential properties may find tax outcomes less favourable than under the current rules.
This does not mean property will cease to play an important role in wealth creation. However, it does highlight the importance of regularly reviewing whether an investment strategy continues to align with individual goals, risk tolerances and financial circumstances.
As tax settings evolve, investors may increasingly look beyond traditional approaches and consider a broader range of investment structures.
Looking beyond property
Many investors historically directed surplus savings towards investment properties because of their perceived tax advantages.
With those advantages expected to be cut back by the recent changes, alternative investment structures may become more prominent in investor considerations.
One option some investors are exploring is investment bonds.
Investment bonds offer a tax-paid investment structure, where tax is paid within the investment bond by the bond company. Unlike many personally held investments, there is no annual personal tax reporting on earnings.
If an investment bond is held for at least 10 years and the 10-year period is reset, withdrawals are generally tax-paid, meaning no additional personal tax is payable on earnings.
Investment bonds can also provide flexibility for long-term wealth accumulation, estate planning and intergenerational wealth transfers, while allowing investors to build wealth outside superannuation without contribution caps.
The importance of flexibility
The introduction of negative gearing reforms is a reminder that tax rules and investment landscapes can change over time.
While property will remain an important asset class for many Australians, investors may benefit from considering whether their wealth is sufficiently diversified across different investment structures.
Reviewing how wealth is held, not just what it is invested in, can help create greater flexibility and support long-term financial objectives as circumstances and tax settings continue to evolve.
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