Fact Sheet

Negative Gearing

Negative gearing for residential property will be limited to new builds from 1 July 2027 (some exemptions
will apply).

Losses from residential properties can no longer be offset against salary or other income (unless you
acquired the property prior to 12 May 2026).

Change applies to individuals, companies, partnerships and most trusts.

Doesn't apply to superannuation funds and widely held trusts.

Losses can be carried forward and used against future residential property income or capital gains.
Changes only apply to residential property. Other investments (shares, commercial property etc.) can
continue to be negatively geared.

Definition of “new build” (eligible for negative gearing after 1 July 2027)
Dwellings:

Constructed on vacant land, or
Where existing properties are demolished and replaced with a greater number of dwellings

Eligible “new build” Ineligible “new build”
e Off-the-plan apartment e Renovation adding bedrooms
e Duplex replacing one dwelling e Granny flat addition
e New build on vacant land e Like-for-like rebuild

e Knock down and rebuild of single dwelling

The property:

Must not have been previously sold. Only the first investor to purchase the property can access negative
gearing.

However, a property can still qualify if it was initially held by the builder, provided it has not been lived in or
rented out for more than 12 months before being sold.

New builds purchased from a builder

Qualifies for negative gearing Does not qualify for negative gearing
e Adeveloper builds apartments e Builder completes the property
e Holds them briefly e Rents it out or uses it for 2+ years
e Sells them within 12 months e Thensellsit
e You buy, you are treated as the “first purchaser” e You buy, it's now treated like an established
for the rules property

Disclaimer: The information provided is a general summary of the Federal Budget and should not be relied upon as personal advice.
As details may change as legislation is enacted, we recommend seeking tailored advice from a WLF Accounting & Advisory professional.
Liability limited by a scheme approved under Professional Standards Legislation.
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Established (not new) residential properties
purchased post 1 July 2027

Rental losses:
e (Can only be offset against:

o Rental income from residential
properties, and

o Capital gains from residential
properties.

Any excess losses:
e (Cannot be offset against salary or other

income.

e Are carried forward and used against
future residential property income or
capital gains.

Grandfathering rules and key acquisition dates

Properties acquired before 7:30pm (AEST) on 12
May 2026
e Properties are fully grandfathered.
e Existing negative gearing rules continue
until the property is sold.
e Applies to properties held before cut off
date including where a purchase contract
has been entered into (even if not settled).

Assets not affected
e (Changes apply only to residential property.
e No change to negative gearing for:
o Commercial property.

i fi

Properties acquired between 7:30pm (AEST) on 12
May 2026 and 30 June 2027
e Properties can be negatively geared during
this period.
e From 1 July 2027, negative gearing ceases
unless the property qualifies as a new
build.

Properties acquired from 1 July 2027 onwards
e Only eligible new builds can be negatively
geared against other income.

Who is excluded from the new rules

The changes do not apply to:
e Widely-held trusts (e.g. most managed
investment trusts).
e Superannuation funds (including Self
Managed Superannuation Funds).

Additional exemptions for:
e Build-to-rent developments.
e Private investors supporting government
housing programs (eg affordable housing).

o Shares and other investment assets.

Still have questions? We're here to help
Website: www.WLF.com.au

Email: email@wlf.com.au

Phone: 03 6223 6155

Disclaimer: The information provided is a general summary of the Federal Budget and should not be relied upon as personal advice.
As details may change as legislation is enacted, we recommend seeking tailored advice from a WLF Accounting & Advisory professional.

Liability limited by a scheme approved under Professional Standards Legislation.
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