What the 2026-27 Federal
Budget Housing Changes Mean
for Your Property Journey
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The Federal Government has announced the most significant structural changes to property tax in
decades. Starting 1 July 2027, new rules will fundamentally reshape how capital gains tax
(CGT) and negative gearing apply to residential properties.

Whether you are looking to buy your very first investment, manage a substantial portfolio, or invest
through a superannuation framework, these changes require completely different strategic
approaches.

The Core Legislative Changes

« Negative Gearing: For established properties purchased after 12 May 2026, rental losses
can no longer offset your salary or wage income from 1 July 2027. Instead, losses are
"quarantined" to offset future property income or capital gains. Properties acquired prior to
12/5/26 7.30pm (AEST) (including contracts entered into, but not yet settled) will be exempt
from the changes. Brand new builds remain fully deductible against your salary. Properties
in superannuation funds and widely held trusts will be excluded, alongside targeted
exemptions for build-to rent developments and private investors supporting government
housing programs.

o Capital Gains Tax: The 50% CGT discount is being replaced for most sales after 1 July
2027. It will be replaced by cost base indexation (adjusting your purchase price for
inflation) combined with a 30% minimum tax rate on net capital gains. New builds retain a
choice between the old and new methods. These changes will apply to ALL assets,
including pre-CGT assets, held by individuals, trusts and partnerships. Transitional
arrangements will limit the impact on existing investments by ensuring the changes only
apply to gains accruing on or after 1 July 2027. The 50% CGT discount will continue to
apply to gains that accrued before 1/7/27. Capital gains on pre-CGT assets that accrued
before 1/7/27 will remain exempt from CGT. (Valuations will more than likely be required as
at 30/6/27 for future requirements on CGT Implications when sold)

o Grandfathering: Any investment property purchased or contracted before 7:30 pm (AEST)
on 12 May 2026 is completely protected under the old rules for as long as you own it with
regards to Negative Gearing Changes.



&> The 2026-27 Housing Tax Overhaul: Your Strategy Guide

0 For First-Time Investors

o Check Your Cash Flow: Rental losses on established properties bought after 12 May
2026 can no longer lower your salary tax. You must be able to cover all monthly mortgage
shortfalls out of pocket.

« Target New Builds: Brand-new properties keep the dual advantage. You can still offset
rental losses against your salary and claim the legacy 50% CGT discount when you sell.

« Hunt for High Yields: If buying an established property, focus on high-yield areas. Aim for
rental income that covers all expenses so your losses do not get trapped and "quarantined."

ﬂ For Seasoned Portfolio Holders

o Secure Grandfathered Assets: Lock away all paperwork for properties bought before 12
May 2026. Never alter titles or ownership structures, as a new contract date will instantly
strip away your old tax protections.

« Extend Negative Gearing: Consider switching grandfathered properties to interest-only
loans. This keeps your interest expenses high and maximises your tax deductions under
the old rules for longer.

o Pool and Offset Losses: Group your post-May 2026 established properties together. Use
their combined, quarantined rental losses to directly offset the profits from your positive-
cash-flow properties.

B Alternative Wealth Paths

« Pivot to Commercial Property: These new restrictions apply strictly to residential housing.
You can still fully deduct losses from commercial real estate against your regular salary.

« Build a Leveraged Share Portfolio: Negative gearing remains completely unchanged for
shares. Ensure you invest in dividend-paying stocks to qualify for ongoing tax deductions.

Official Verification Resources
Track the progress of these legislated adjustments directly through official channels:
o View detailed definitions and rules via the ATO Tax Reform Portal.
e Download the structural policy papers from the Treasury Budget 2026 Documents.

Disclaimer: This newsletter contains general information only. Property investment and tax
planning are highly dependent on your personal financial situation.


https://www.ato.gov.au/about-ato/new-legislation/in-detail/individuals/tax-reform-boosting-home-ownership-reforming-negative-gearing-and-capital-gains-tax
https://budget.gov.au/content/factsheets/download/tax-explainers-negative-gearing-capital-gains-tax.pdf

