What the CGT reforms mean for investors
The Federal Budget included changes to Capital Gains Tax (CGT) that are now law. These reforms mark a significant shift in the tax rules and are expected to have a fundamental impact on how Australians invest and build wealth outside superannuation.
With the direction of the reforms now confirmed, it also serves as a timely reminder that how you hold your investments, can be just as important as what you invest in.
What has changed?
From 1 July 2027, the current 50% CGT discount approach for assets held longer than 12 months will be replaced with a cost base indexation approach. Additionally, taxable capital gains will be subject to a minimum rate of tax of 30% for most Australians, irrespective of their actual marginal tax rate.
The changes apply to a broad range of commonly held investments, including shares, investment properties and managed funds held personally, through trusts or partnerships.
The new rules introduce a more complex framework for calculating capital gains and may increase the tax payable on investments over time.
For many investors, this represents a shift away from the tax simplicity that they previously knew to be the case.
Why does this matter?
Many Australians have built significant wealth outside superannuation through shares, managed funds and investment properties.
Under the new rules, these investments will be subject to more complex tax calculations, new uncertainty of the after-tax outcomes, and a floor on the level of tax that will be paid. This likely  leads to different tax outcomes in the future where capital gains on assets are concerned.
This makes it timely for investors to reconsider whether their current structures remain appropriate for their long-term objectives.
The key question is no longer simply “What should I invest in?” but also “What is the most effective way to hold those investments?”
An alternative worth considering
Investment bonds have long been used as a tax-effective investment structure for Australians looking to build wealth outside superannuation.
Unlike personally held investments, investment bonds do not generate personal capital gains tax liabilities when investment options are changed within the investment bond. Instead, earnings (including capital gains) are taxed internally within the bond structure at a maximum effective rate of up to 30%.
Importantly, where an investment bond is held for at least 10 years and the 10-year period is not reset, withdrawals are generally tax-paid, meaning no additional personal tax is payable.
Investment bonds can also offer other benefits, including:
· Simplicity in managing tax affairs with no annual personal tax reporting on investment earnings 
· No personal CGT events when switching investment options or asset classes 
· A simple to use investment solution for long-term wealth accumulation 
· Estate planning flexibility including providing beneficiary nomination features 
· No tax payable on death or payment of death benefits to non-dependants 
Looking ahead
With the CGT changes now law, the direction of change is clear.
These changes highlight the importance of looking beyond investment performance alone. As tax settings evolve, the structure used to hold investments can have a meaningful impact on long-term outcomes.
Periods of legislative change often create uncertainty, but they can also provide an opportunity to reassess and strengthen long-term plans.
Taking the time to review your investment structures today, may help ensure they continue to support your objectives tomorrow.
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