What the CGT reforms may 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, now is an important time to review whether the way you hold your investments is still supporting the financial future you’re working towards. How you invest remains important, but increasingly, how you hold those investments matters just as much.
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 spent years building wealth outside superannuation through shares, managed funds and investment properties, with the goal of creating greater financial security for themselves and their families. 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. As a result, the strategy that served you well in the past, may not necessarily deliver the same outcomes in the future.
That makes now a valuable opportunity to step back and review whether the way your investments are structured continues to support your long-term goals and the legacy you want to build. The key question is no longer simply “What should I invest in?”; it is also, "Am I holding my investments in the most effective way for the future?"
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.
While no one can control changes to tax legislation, you can take steps for your financial strategy to evolve with it. As tax settings change, the structure used to hold investments can have a meaningful impact on the wealth you build and preserve over the long term.
Periods of legislative change can feel unsettling, but they can also create an opportunity to make sure your financial strategy remains aligned with what matters most to you and your family.
Taking the time to review your investment strategy today, could help give you greater confidence that the wealth you've worked hard to build can continue to support your future goals for years to come.
If you've been wondering what these changes mean for your investments, you're not alone. Every investor's circumstances are different, and the impact of these reforms will depend on how your investments are structured. 
<Financial Adviser to insert own CTA. Sample wording below>
If you would like to discuss how the new CGT rules may affect your long-term plans, please get in touch. We can provide further information on the changes and discuss the potential implications for your existing arrangements.
END
<Financial Adviser to insert own disclaimer>
Disclaimer: Generation Life Limited AFSL 225408 is the product issuer. Generation Life provides general financial product advice and other services related to investment life insurance products and life risk insurance products. Superannuation general financial product advice is provided by Generation Development Services Pty Ltd as CAR, No. 001317211 of Evidentia Financial Services Pty Ltd AFSL 546217. Information provided is general in nature and does not consider the investment objectives, financial situation or needs of any person. The PDS and TMD at genlife.com.au should be considered in deciding whether to acquire, hold or dispose of the product. Past performance is not a reliable indicator of future performance. Investments carry risks.

