Beyond property: what the new negative gearing changes may 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 changes have prompted many Australians to re-think one of the country’s most established wealth building strategies after asking an important question “Is property still able to help me achieve my long-term financial goals?”
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 net rental losses to reduce other income. Instead, those losses will generally only be available to offset future rental income or capital gains from residential property investments and other forms of income, such as salary and wages.
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 residential property investments.
Why does this matter?
For many Australians, investing in property has represented far more than just an investment.  It has been a pathway to building long-term wealth, creating financial security and providing more opportunities for the next generation.
Going forward, investors purchasing residential properties may find tax outcomes less favourable than under the current rules. For some, that may mean reassessing whether a strategy that has worked well in the past is still the right fit for the future.
This does not mean property will cease to play an important role in wealth creation. Rather, it reinforces that successful long-term investing is rarely about relying on a single strategy. It also highlights the importance of regularly reviewing whether your investment strategy continues to reflect your goals, your family's future and your changing financial circumstances.
As tax settings evolve, investors may increasingly look beyond traditional approaches and consider a broader range of investment structures.
Looking beyond property
For many Australians, property has long been the default choice when building wealth outside superannuation. With tax settings changed, now may be an appropriate time to explore whether other investment structures could play a role in helping you achieve your long-term goals. As tax settings evolve, broadening the way you build wealth not by just what type of asset you invest in, may become increasingly important. One option 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, this commonly means 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 benefits received.
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 the limitations of contribution caps.
The importance of flexibility
The new negative gearing rules are another reminder that tax legislation can change, even for strategies that Australians have relied upon for decades. While property is likely to remain an important part of many Australians’ financial plans, there may be value in considering whether your wealth is sufficiently diversified across different investment structures to provide greater flexibility for whatever the future may bring.
Reviewing how wealth is structured, not just what it is invested in, can help create greater flexibility, improve resilience to future legislative change and provide greater confidence that your financial strategy can continue to support the future you are working towards.
Tax rules will continue to evolve, but that may not necessarily mean that your long-term financial goals will have to change. 
Here to help
<Financial Adviser to insert own CTA. Sample wording below>
If these negative gearing reforms have prompted questions about your investment strategy, I'd welcome the opportunity to review your current approach with you so pleased don’t hesitate to get in touch. Together, we can assess whether your investments remain appropriately structured to support your long-term goals and discuss whether alternative investment structures may have a role to play.
END
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