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INVESTOR BRIEFING — 2026 PROPERTY TAX REFORMS

Why This Briefing Exists

For decades, Australian investors have been taught almost the same formula: buy an investment
property, accept that it loses money each year, claim the loss against your taxable income, wait for
capital growth, then sell one day using the CGT discount.

That worked for a long time — mortgage rates were falling for most of that stretch, and a loss on
paper was easy to carry when the refund covered most of it. The 2026 reforms change that
equation.

Here’s the one thing worth pushing back on directly: the reforms don’t mean property stops
working. What they mean is this — the lazy version of property investing stops working.

Buying a mediocre property because the tax deduction made the numbers look bearable was
always a fragile strategy. It's now a genuinely dangerous one. What separates the investors who
come out ahead from here is sharper work on property selection, cash-flow modelling, tax
positioning, financing structure, portfolio sequencing and exit planning.

The rules changed. The opportunity didn’t disappear. But strategy is doing more of
the load-bearing work than it used to.

Part One — What Actually Changed?

The headline version was blunt: “Negative gearing is dead.” That’s not accurate, and if a client’s
repeated it back across the desk, it's worth correcting early — a half-right headline shapes their
whole risk appetite before the numbers are even open.

Two of the three reforms below are already law — negative gearing and CGT passed as part of the
Treasury Laws Amendment (Tax Reform No. 1) Act 2026. Only the trust measure remains a
proposal awaiting legislation. The dates matter as much as the mechanics: get the sequencing
wrong and you'll either scare a client out of a perfectly fine purchase, or leave them exposed to
something that’s genuinely coming.

Negative Gearing

The cutoff is 12 May 2026, 7:30pm AEST — anything acquired after that falls under the new
treatment. But that’s not the same date the quarantine actually bites. The quarantine — the point
where losses on established property can only offset residential rental income or capital gains,
rather than a client’s broader taxable income — doesn’t commence until 1 July 2027. A post-
Budget established purchase gears normally right through 2026-27, no different to before. And
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when the quarantine does land, nothing’s lost: those losses carry forward indefinitely and can still
be applied against the eventual sale.

New Residential Builds

New residential builds sit outside all of this — a more generous carve-out than most coverage has
picked up on. New builds keep full negative gearing against all income, not just residential income.
That's worth sitting with, because it’s the kind of detail that changes which asset class makes sense
for a given client.

Capital Gains Tax

Capital Gains Tax shifts on the same date, 1 July 2027. Established property moves off the flat 50%
discount onto a system where the cost base is indexed annually for inflation — tax only applies to
growth beyond that — with a 30% minimum tax sitting underneath as a floor. Critically: new
residential dwellings keep the 50% discount by default. Not something elected into — the
standard treatment, with affordable housing stretching to 60%. Indexation is technically an opt-out
from that discount, and it’s a one-way door once made.

Trust Taxation

Proposed for 1 July 2028, still under consultation, not yet legislated — treat everything here as
directional, not locked in. Under the proposal, trustees would pay a flat 30% at the trust level
before distribution, with the effective floor closer to 32% once the Medicare levy interaction is
factored in. Non-corporate beneficiaries get a credit against their own rate, but it isn’t refundable —
so a beneficiary on a marginal rate under roughly 30% simply loses the difference. Genuine
testamentary trusts were carved out of this measure on 18 June 2026, with guardrails around
assets injected after the Budget that didn’t originate from the deceased estate.

SMSF Borrowing

Residential LRBA lending inside an SMSF is removed from 10 August 2026; commercial LRBA is
untouched. Contracts exchanged before that date are grandfathered even if settlement lands later
— but the holding trust or bare trust structure has to be properly in place beforehand too. A signed
contract alone isn’t enough.

Grandfathering Scope

Unlimited, and sits at contract date — there’s no cap on how many pre-Budget properties a single
investor can carry through under the old rules, despite some coverage suggesting otherwise.
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The Dates That Actually Matter

Negative gearing cutoff

Quarantine start

New-build exemption
|
CGT discount changes

New-dwelling CGT treatment

Trust taxation

SMSF LRBA ban

Grandfathering scope
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12 May 2026, 7:30pm AEST. Properties acquired after this
point fall under the new treatment — but the quarantine itself
doesn’t start biting until 1 July 2027. A post-Budget established
purchase still gears normally through 2026-27.

1]July 2027. From this date, losses on established property can
only offset residential rental income or capital gains — not
broader taxable income. Losses aren’t lost: they carry forward
indefinitely and can still be applied against the eventual sale.

New residential builds keep full negative gearing against all
income, not just residential income — a more generous carve-
out than most coverage captured.

From 1 July 2027, established property moves from the flat
50% discount to annual cost-base indexation, taxed only on
growth above inflation, with a 30% minimum tax as a floor.

New residential dwellings keep the 50% discount by default —
it’s the standard treatment, not an election. Indexation is
technically an opt-out, and once made, it can’t be reversed.

Proposed from 1 July 2028. Not yet legislated. Trustees would
pay 30% at the trust level before distribution (closer to 32%
once the Medicare levy interacts); credits to non-corporate
beneficiaries are non-refundable. Genuine testamentary trusts
were carved out on 18 June 2026. Treat as an open question,
not a locked-in cost.

Residential LRBA borrowing removed from 10 August 2026;
commercial LRBA is unaffected. Contracts exchanged before the
cutoff are grandfathered even if settlement falls later —
provided the holding/bare trust structure is correctly in place
beforehand, not just a signed contract.

Unlimited, and sits at contract date. There’s no cap on how
many pre-Budget properties one investor can carry through
under the old rules — despite some coverage suggesting
otherwise.

Several of these mechanics — particularly the new-dwelling definition that determines eligibility for

the discount and the negative-gearing exemption — are set by a ministerial legislative instrument that

hasn’t yet been published. Treat the eligibility line as unconfirmed until it lands, and revisit the trust

measure specifically, since it isn’t yet law.

Advice recorded before the reforms passed may simply no longer fit. That’s not a knock on the

advisor — it’s the nature of the environment shifting under everyone’s feet at once.
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Part Two — Why Investors Are So Confused

Ask five commentators the same question and you'll get five confident, contradictory answers.
Properties finished. Property’s a buy right now. Wait it out. Just put it all in shares. None of that is
really about clarity — most of it is written to get a reaction.

What investors want is much narrower: is property still worth buying, for me, right now? New or

established? What's this going to cost me each week? Do these reforms hurt my specific position?

Very little of what’s published even attempts to answer those questions directly — most of it stays
comfortably general so it can apply to anyone.

Part Three — Negative Gearing Was Never the Strategy

Tax doesn’t create a good outcome. It improves one that was already going to work.

Take two investors. One buys a well-located property with genuine long-term demand behind it.
The other buys something in a flood-prone estate on the edge of town because the numbers
“worked” after the deduction. Both claim the exact same tax benefit — but only one of them builds
wealth. The deduction was never the difference; the underlying asset was.

Tax doesn’t create a good outcome. It improves one that was already going to work.

The test worth putting to any client considering a purchase: would you still buy this property if the
tax treatment changed tomorrow? If the honest answer is no, that’s the asset telling you something
— not the tax code.

Part Four — The New Property Investment Equation

The old shorthand was simple, maybe too simple: growth plus negative gearing equals success.
That equation is doing less work now. What replaces it is a genuine balancing act across:
— Capital Growth — long-term price appreciation, weighed against entry price and cycle timing.
— Rental Yield — income return, assessed net of costs, not just the advertised gross figure.
— Cash Flow — the real weekly number, before tax, sitting in the account.
— Depreciation — a genuine input to the return, not a headline number taken at face value.
— Borrowing Capacity — how much room remains to acquire again, and to absorb a rate rise.
— Interest Rates — exposure to a higher-for-longer scenario, not just the current print.

— Tax Position — a modifier on the deal, never the reason for it.
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— Exit Strategy — planned at purchase, not improvised at sale.

No single lever carries the deal on its own anymore. A property with strong growth prospects but
brutal cash flow can still sink a portfolio if the holding costs outrun what the investor can absorb —
a conversation worth having before contract, not after settlement.

Part Five — Established Property vs New Builds

This used to come down to taste — some people just prefer character, others prefer turnkey. Under
the new tax treatment, it's a more consequential decision.

New Builds Can Bring Real Advantages

— Stronger depreciation schedules — a larger, more predictable deduction base in the early
years of ownership.

— Lower near-term maintenance — fewer surprise capital works bills in the first several years.
— Stronger tenant appeal — often easier to lease at a competitive rent out of the gate.
— More predictable holding costs — fewer unknowns feeding into the cash-flow model.

— Potentially more favourable tax treatment — full negative gearing and the retained 50%
CGT discount, under the new rules.

That doesn’t make established property the wrong call — strong stock in the right location can still
outperform a new build in the wrong one. Both still have to clear the same fundamentals. Don’t buy
old because it’s old, or new because it's new — buy what clears every test in Part Nine.

Part Six — Cash Flow Is King Again

The biggest behavioural shift from this round of reforms: investors can no longer lean on the tax
refund to soften a property that’s genuinely expensive to hold. That means understanding the real
weekly number — not the number after tax, the number before it.

Stress-Test It Properly
— Rates hold higher for longer — than currently budgeted, not just a single cash-rate move.
— Rent stays flat for 12-18 months — not just to the next scheduled renewal.

— The property sits vacant for eight weeks — not the two-week assumption most back-of-
envelope numbers use.

— A maintenance bill lands at double the quote — capital works costs rarely come in under
budget.
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If the property still holds together under all four conditions at once, it’s likely resilient. If it only
works in the best case, that’s the scenario least likely to occur.

Part Seven — The Capital Gains Tax Question

Most of the time and energy in a property decision goes into the buy. Very little goes into planning
the eventual sell — which has always seemed backwards, given the exit is where the wealth
outcome actually gets decided. That planning now genuinely branches on one question: is the asset
an eligible new dwelling, or established stock?

Established Property, Sold After 1 July 2027

The 50% discount is gone — replaced by indexation plus the 30% minimum tax floor. Buy before
that date and sell after, and the gain splits: the pre-2027 portion taxed under the old rules including
the discount, the post-2027 portion under the new indexed method. That's materially more
complex than “hold twelve months, halve the gain,” and it compounds every year held, since the
cost base recalculates annually.

An Eligible New Dwelling

None of that applies by default. It keeps the full 50% discount, sitting entirely outside the indexed
system and the minimum tax — the pre-reform outcome, fully intact, for one asset class. The catch
is that “eligible” isn’t settled yet: it depends on an instrument that hasn’t been published, so a new-
build purchase made purely on the strength of this treatment is, for now, a bet on exactly where
that line lands.

One nuance worth flagging directly to clients running multiple properties: losses under the new
regime aren’t quarantined property-by-property — they’re pooled against a client’s aggregate
residential property income, rent plus gains across every affected property. That cuts both ways.
It’s genuinely helpful if one property is loss-making and another is profitable, since the two can
offset within the pool. But it also means that if the eventual sale gain on a property turns out
smaller than the carried-forward losses sitting against it, the shortfall isn’t just delayed — it can be
permanently lost, never converting into an actual deduction.

Worth Raising Early, Not Five Years In
— New or established — the CGT path genuinely diverges here, not just at the margins.

— Realistic holding period — does the sale land before or after 1 July 20277 Either side of that
date can produce a materially different result on the same asset.

— Personal name, trust, SMSF, or company — on the numbers, an individual holding a long-
term growth asset generally comes out ahead of a company holding the same asset. A company

PROPERTY SCORECARD - 7



INVESTOR BRIEFING — 2026 PROPERTY TAX REFORMS

pays 30% on the full nominal gain, no discount, no indexation, then faces further tax extracting
proceeds to a shareholder. A company earns its place where profits are retained and reinvested
in a business — not by default as the vehicle for a negatively geared growth purchase.

— Trust distributions — if a trust is in the picture, has a distribution to a corporate beneficiary
been modelled against the proposed rules, and is it clear the measure isn’t law yet, so today’s
structure doesn’t need unwinding on the strength of a consultation paper alone?

Buying well matters. Planning the exit with the same rigour matters just as much — and with the
outcome now genuinely dependent on which asset class is held and when it’s sold, that’s a
conversation for before contract, not after.

Part Eight — Who Wins and Who Gets Hurt

The Investors Most At Risk
— Investors who buy primarily for the tax deduction rather than the asset.
— Investors who treat rental yield as an afterthought.
— Investors holding little to no cash buffer.
— Investors assuming capital growth alone will cover any shortfall.
— Investors still running assumptions from five years ago, before this package existed.
— Investors buying on FOMO rather than fundamentals.

The common thread isn’t bad luck. It’s running yesterday’s playbook against today’s rules.

The Investors Likely To Benefit
— Investors who buy quality assets first and treat tax treatment as the modifier, not the thesis.
— Investors planning a genuine long-term hold, not a flip.
— Investors who know their cash flow to the dollar, not the rough estimate.
— Investors who stress-test more than one scenario before signing.

— Investors who bring in the right professional advice at the right point — before contract, not
after settlement.

— Investors who choose locations with real, provable demand — not just a good story.

None of that is exotic. It’s just more disciplined than the shortcut version most people were running
before.
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Part Nine — Your 2026 Property Investment Checklist

Before signing anything, work through this honestly:

Does this property still make sense with zero tax benefit attached?
Is the location fundamentally strong — not just currently trending?
Is rental demand proven, not assumed?

Has it been stress-tested against higher-for-longer interest rates?

(]
(]
(]
(I
O Is the depreciation position actually understood, or just the headline number?
O Is vacancy genuinely low in this area, backed by data?

O Is there real infrastructure driving future demand, or just a promise of it?

O Is there a cash buffer that survives a bad six months, not just a good year?

[0 Has this been discussed with an accountant, specifically about this position?

[0 Does this property actually support the retirement outcome being worked toward?

If not all of these can be answered with confidence, that’s not a reason to walk away — it’s a reason
to slow down and get the missing answers first.

Part Ten — The New Rules of Successful Property Investing

The reforms changed the rules. They didn’t remove the opportunity. Over the next decade, the
winners are unlikely to be the fastest movers or the most aggressive buyers — they’re likely to be
the ones with the clearest strategy behind each decision.

That means genuine command of:

— financing structure

— tax positioning

— cash-flow discipline

— where the market cycle actually sits
— the fundamentals of the asset itself

— how each purchase fits the wider portfolio, not just itself

The old question was: can I negatively gear this property? The better question now
is: does this still make sense after tax, after interest rates, after holding costs, and
after the exit rules as they now stand?
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Ready To Review Your Strategy?

If you're weighing up an investment property under the new tax rules, a personalised strategy

review can walk through:

— how the reforms apply to your specific position

— whether new or established property fits better for you
— your actual borrowing capacity

— real cash-flow modelling, not a rule of thumb

— property selection criteria that match your goals

— along-term portfolio strategy, not a single purchase

Closing Note

None of the above replaces a strategy built around a client’s specific position — their equity, their
serviceability, their timeline to retirement, and the composition of their existing portfolio. This
briefing is the shared vocabulary and the non-negotiable checks every engagement should start
with.

This briefing reflects the market and policy settings current as at the time of writing. Tax and lending
policy continue to move; figures and settings should be verified before being relied upon for a specific
transaction.
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About PROPERTY SCORECARD

This guide was prepared by PROPERTY SCORECARD. Here is what we do, and the one rule the whole
business is built around.

THE ONE LINE

We make our money from the report, not the transaction. We are paid the same
whether the verdict on a property is proceed or avoid, and that indifference to the
outcome is the entire product.

What we do

PROPERTY SCORECARD exists to take the conflict of interest out of property due diligence. We are
independent of any sales channel. No agent, developer, or commission sits behind our verdict, so we
have nothing to protect except being right. We turn scattered, hard-to-reach data into a single
defensible call on a specific property: whether the price is supported, whether the fundamentals stack
up, and what risks a buyer cannot easily see for themselves.

The three voices in a purchase

When someone buys a property they hear three voices, and it is worth being honest about whose side
each one is on.

The selling agent acts for the vendor. The legal duty, the commission, and the next listing all point the
same way: a sale, at the top of what the buyer will pay. The information the agent holds is usually
genuine, but it reaches the buyer selectively. What helps the sale gets told. What does not gets left out,
and silence is not a lie, so the buyer never learns what was withheld.

The buyer's own research is the most compromised voice of all. By the time most people are
researching a property, they have already decided they want it. The research stops being a test and
becomes a search for permission. Supporting data gets noticed; contradicting data gets explained away.

PROPERTY SCORECARD is the only voice in the room with no stake in whether the buyer proceeds. We
have never seen the kitchen, so we cannot fall for the property. We can test the case instead of
defending it.

What you are actually buying

Put plainly, you are paying for someone to try to talk you out of it: rigorously, with evidence, and with
no reason to flinch. Every other voice has a reason to keep the deal alive. We are built to find the reason
a purchase should not proceed and to state that reason even when it is unwelcome. If the property
survives the test, you proceed with earned confidence rather than borrowed enthusiasm. If it does not,
you have avoided the most expensive mistake in the process.

The second thing you get is calibration. We are the repeat player on your side. We have read the
comparable sales the agent did not volunteer, we know what a normal vendor discount looks like in
that market, and we apply the same institutional method to a single purchase that you will make only a
few times in your life.
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How the call is made

A verdict is only worth trusting if the method behind it is sound. Five disciplines hold ours together.

+ Evidence is graded, not pooled. A verified sale outranks an unverified one, and an automated
estimate is only ever a cross-check, never the anchor.

¢ Verdicts are capped, not averaged. A weak reading on any one measure caps the result. A fail is
never blended up into a pass on the strength of a good growth story.

¢ One report, one verdict. The same conclusion runs from the front page to the last, word for
word.

« Bias is surfaced, not buried. We ask what the data is hiding, and we keep the inconvenient
evidence in the report rather than quietly dropping it.

¢ Every claim is sourced, every inference flagged. Where something is inferred rather than
verified, we label it and state how to confirm it.

And we never fabricate or estimate silently. A polished but invented figure is worse than no figure,
because it buys false confidence. Where there is a gap, we flag it rather than fill it.

The cost of getting it wrong

A full report is a small fraction of one per cent of a typical purchase price. A calibration error,
overpaying by a couple of per cent because agent pressure could not be weighed or because optimism
filled a data gap, runs to many multiples of that. Property is a low-frequency, high-consequence, hard-
to-reverse decision. That is exactly the kind of decision where an indifferent second opinion is most
worth having, and exactly the kind people most often make on emotion and pressure.

Where we stop

We are deliberate about our lane, because staying in it is what keeps us independent. We render a
verdict on the property and the numbers. We do not give financial, tax, legal, or credit advice, and we do
not carry your full financial picture. Serviceability, ownership structure, tax position, and portfolio fit
sit with you and your licensed advisers. We sharpen the call. We do not replace your judgment or your
professionals, and we will never imply that we do.

Research first. Then invest.

Before you commit to a property, get an independent PROPERTY SCORECARD report: a read on the
price, the fundamentals, and the risks of a specific property, from the one voice with no stake in
whether you buy.
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This document has been prepared by Property Scorecard for general informational purposes only and does not constitute personal
financial, taxation, legal or investment advice. It does not take into account the objectives, financial situation or needs of any
individual reader. The trust taxation changes discussed in this briefing are proposed and not yet legislated and remain subject to
change. Property and tax settings are inherently uncertain, and forward-looking statements represent Property Scorecard’s research
view at the time of publication and may not eventuate as described.

Readers should seek independent, personalised advice from a licensed financial adviser, mortgage broker, and qualified accountant
before making any investment or structuring decision, including decisions relating to capital gains tax, negative gearing, trust
distributions, or SMSF borrowing, all of which remain subject to change by government at any time.

www.propertyscorecard.com.au
info@propertyscorecard.com.au

@| PROPERTY SCORECARD

PROPERTY INVESTMENT SCORECARDS & STRATEGY REPORTS

PROPERTY SCORECARD - 13


http://www.propertyscorecard.com.au/
mailto:info@propertyscorecard.com.au

