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THE RULES JUST
CHANGED. 
HERE'S WHY
THAT'S GOOD.

 What every Australian property investor needs to know about the 2026 tax
changes, and why Custodian clients have nothing to fear.
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I N T R O D U C T I O N

There has been a lot of noise since the 2026-27 Federal Budget. There have

been headlines about negative gearing, speculation about capital gains tax

(CGT), and social media hot takes from people with very few numbers to back

any of it up.

The short answer is yes. 

The longer answer is what this whitepaper is about.

At Custodian, we've been educating Australians on the mechanics of property wealth since

1998. We've watched markets rise and fall. We've navigated the GFC, a global pandemic, rate

rises, and political uncertainty. 

And through every single one of those events, our position has been the same: go back to the

numbers, because there is only truth in numbers.

We get it. When something changes in the tax landscape, the first instinct is to wonder what it

means for your investments, and whether the strategy you've committed to still makes sense.

So that's exactly what we're going to do here. Walk you through what changed, what it means in

plain terms, and why, if you're following the 7 Steps Strategy, you are in a genuinely strong

position heading into the next five years.

J A M E S  F I T Z G E R A L D ,  M A N A G I N G  D I R E C T O R ,  C U S T O D I A N

“There’s so many opinions out there right now. It’s almost
laughable, the lack of numbers that they have to support those
opinions. We will always look at what the data is signalling.”

LET'S START WITH WHAT ACTUALLY
MATTERS.



WHAT THE 2026 BUDGET ACTUALLY
CHANGED.

 The 2026-27 Budget introduced two proposed structural changes to how
residential property investment is taxed in Australia. Both take effect from 1 July
2027. Knowing exactly what they cover, and what they leave untouched, is
where the real clarity is.

New builds are fully exempt. Investors

buying new construction can continue to

negatively gear before and after 1 July 2027.

Losses still offset salary, wages, and other

income exactly as today.

From 1 July 2027, investors buying

established residential properties after the

announcement (12 May 2026 at 7:30pm

AEST) will no longer be able to use rental

losses to reduce other taxable income. Those

losses carry forward to offset future

residential property income, including capital

gains.

GRANDFATHERING: WHAT IT MEANS FOR YOU

Every property held at the time of the announcement is fully grandfathered, including

contracts signed but not yet settled. Existing investors can continue to negatively gear

indefinitely until they sell. Proposed CGT changes only apply to gains accruing after 1

July 2027, so all growth before that date still falls under the existing 50% discount.

New build investors have a choice: when

selling, you can use either the 50% CGT

discount or the new CPI indexation method,

whichever works out better for you.

CHANGE 02: CAPITAL GAINS TAX

From 1 July 2027, the 50% CGT discount is

replaced with CPI cost base indexation and

a 30% minimum tax rate on capital gains.

This applies to gains accruing from 1 July

2027 only, not to growth already built up in

your portfolio.

CHANGE 01:  CAPITAL GAINS TAX

T H E  C H A N G E S  E X P L A I N E D



C U S T O D I A N ' S  P O S I T I O N

WHY THIS STRENGTHENS OUR
STRATEGY, NOT WEAKENS IT.

 The 7 Steps Strategy was built on new builds with large land content. Not
because of any tax benefit. Because land appreciating over time builds wealth.
The tax changes just reinforce what we've always known.

NEW BUILDS WERE
ALWAYS
THE SMARTER PLAY. 
The policy change means new construction is
the only place a new investor can still get the
full negative gearing benefit. 

The Mortgage Reduction Strategy is
entirely unaffected by these changes

The land-to-building ratio remains the
primary driver of long-term growth

CGT implications are offset by longer
hold periods and compound growth

New builds retain full negative gearing
before and after 1 July 2027

Investor demand is moving toward new
builds, which props up values

Depreciation schedules on new builds
remain unchanged and are substantial

J O H N  L .  F I T Z G E R A L D ,  F O U N D E R ,  C U S T O D I A N .  A U T H O R ,  7  S T E P S  T O  W E A L T H

"Land appreciates. Buildings depreciate. When you understand
that, you understand why we've always sought out the largest
blocks in the fastest-growing corridors. That hasn't changed.
That will never change."



When the budget dropped, the conversation immediately jumped to negative

gearing. What most investors missed were the supply numbers that tell the real

story about where property prices are heading.

1.2M
B Y  2 0 3 0

180K
S H O R T A G E

40%
S H O R T F A L L  V S  T A R G E T

Australia is not building enough homes to meet demand. The government's own modelling

acknowledges it. The supply problem that has pushed property values up for three decades is

not going away. These structural forces that drive property values in Australia are unaffected by

the tax changes. Population growth and supply constraints are all pointing in the same

direction.

Population growth is running well ahead of construction capacity. Net overseas migration

remains elevated.  The 5% first home buyer guarantee has pushed first home buyer activity to

record highs, compressing supply in the lower end of the market further. None of that is

affected by the tax changes.

J A M E S  F I T Z G E R A L D ,  M A N A G I N G  D I R E C T O R ,  C U S T O D I A N

“What it means is that the underlying conditions for property
value growth remain firmly intact. The market doesn't wait for
certainty. It rewards those who act while others are still reading
the headlines.”

THE MARKET CONTEXT HASN'T
CHANGED.

THE FIGURES MOST PEOPLE MISSED.

T H E  N U M B E R S  T H A T  M A T T E R



IF YOU HAVEN'T STARTED YET. NOW
IS THE TIME.

 There's a window opening right now.With policy changes announced, the picture
for property investment is clear. Those who move on a new build now lock in the
best tax position available under the new rules. The window hasn't closed. But
it's narrowing.

WHY ENTERING NOW MAKES
SENSE

You're also entering a market where

borrowing costs are easing, supply is

constrained, and population growth continues

to underwrite demand.

Purchasing a new build keeps the full suite of

tax benefits intact: negative gearing

permanently exempt, and a choice of the

50% CGT discount or CPI indexation on

future gains. That's explicit policy intent, not a

loophole.

The people most affected are those who planned to buy established properties and
negatively gear them, but the CGT tax affects all assets classes.  

Moving forward, if not investing in a new build, what else will you invest in?

THE COMPOUNDING EFFECT OF
STARTING EARLY

James Fitzgerald started as a Custodian

client before joining the business. He now

holds 10 investment properties. The

difference between his outcome and

someone who waited has nothing to do with

talent. It's time in the market and compound

growth.

Getting from zero to one is the hardest step.

Every year you delay is a year of compound

growth you can't recover.

F O R  N E W  I N V E S T O R S

NEW BUILDS ARE NOW THE MOST TAX ADVANTAGED ASSET
CLASS IN AUSTRALIA



MY EXISTING INVESTMENT PROPERTIES: ARE THEY AFFECTED BY THE NEGATIVE
GEARING CHANGES?

No. Any property you held at the time of the budget announcement on 12 May 2026 at 7:30pm
AEST is fully grandfathered. This includes properties where you had exchanged contracts but not
yet settled. You can continue to negatively gear those properties against all your income for as
long as you hold them. Nothing changes.

WHAT EXACTLY CHANGED WITH CAPITAL GAINS TAX?

The 50% CGT discount is replaced with CPI cost base indexation and a 30% minimum tax on
capital gains, applying to gains that accrue after 1 July 2027. The taxable portion of your gain is
calculated by stripping out inflation rather than halving it. For lower-growth investments,
indexation can actually produce a better outcome. All growth before that date is still covered by
the 50% discount, and new build investors can choose either method when they sell.

IF I BUY A NEW BUILD, CAN I STILL NEGATIVELY GEAR IT?

Yes, always. New residential construction is completely exempt from the negative gearing
changes. Before and after 1 July 2027, with no end date. If you make a rental loss on a new
build, you can still offset that loss against your salary, wages, and other income. That is the
intended policy design, not a loophole. It is exactly how the 7 Steps Strategy has always
worked.

SHOULD I SELL BEFORE 1 JULY 2027 TO LOCK IN THE CGT DISCOUNT?

For most Custodian clients, no. The transitional rules are designed specifically to avoid a rush to
sell. Gains accrued before 1 July 2027 retain the 50% discount regardless of when you sell, so
there is no tax advantage to selling early. Selling a growth asset early to avoid a tax change that
only affects future gains is rarely the right call.

YOUR QUESTIONS, ANSWERED.

F R E Q U E N T L Y  A S K E D  Q U E S T I O N S



ARE FIRST HOME BUYERS AFFECTED BY THE NEGATIVE GEARING CHANGES?

No. First home buyers are owner-occupiers and don't rely on negative gearing. Their biggest
recent policy tailwind, the 5% deposit guarantee, has been continued and is driving first home
buyer activity to record highs. First home buyers are actually in an excellent position in the
current market.

DOES MY SMSF GET AFFECTED BY THESE CHANGES?

No. Superannuation funds, including self-managed super funds, are explicitly excluded from
both the negative gearing changes and the new CGT arrangements. Your SMSF property
investments continue under the existing rules. It is one reason some Custodian clients in the
right financial position are looking at SMSF structures for their next purchase.

WILL THE CHANGES PUSH UP PRICES ON NEW BUILDS, MAKING THEM LESS
AFFORDABLE?

Increased investor demand for new construction will create some upward pressure on new build
valuations. That's actually a positive signal for existing Custodian clients who already hold new
builds. For incoming investors, any increase in entry price is offset by superior tax treatment,
strong depreciation schedules, and long-term land growth fundamentals.

WILL SMALLER BLOCK SIZES ERODE CUSTODIAN'S LAND-GROWTH STRATEGY?

Custodian's default is always to secure the largest available land holding in any given
development. As blocks trend smaller industry-wide, our acquisition criteria shift accordingly, but
the underlying principle remains. Land scarcity is what drives long-term growth, and our criteria
are designed to maximise exposure to that dynamic.

READY TO TAKE
YOUR NEXT STEP?

 A freestrategysession witha Custodian advisertakes about

Only 15 minutes. We'll look at your numbers, your goals, and

be straight with you about whether this is right for your

situation. No pitch. No pressure. Just clarity.

B O O K  A  F R E E  S T R A T E G Y  S E S S I O N

https://www.custodian.com.au/strategy-call-booking


ONLY TRUTH IN
NUMBERS.
STANDING
STILL IS GOING
BACKWARDS.
For over 27 years, through every market cycle and

every policy change, the advice we've given our

clients has been grounded in one thing: data-backed

strategy. Not commentary. Not noise.

If you're already a client, stay the course. If you're

considering your first investment, the window is open

right now.

Two-thirds of our business comes from repeat clients

and referrals. That's not a marketing figure. It's what

happens when the strategy actually works.

Every Custodian client is covered by a build

guarantee. Not one client has ever paid a dollar over

their contract price. If your build runs long or sits

vacant in the first 12 months, we pay you 75% of

market rent. That cashflow guarantee is in writing.

J O H N  L .  F I T Z G E R A L D ,

F O U N D E R ,  C U S T O D I A N

J A M E S  F I T Z G E R A L D ,

M A N A G I N G  D I R E C T O R ,

C U S T O D I A N

“My wife and I have 10
investment properties.
Everything I tell you 
comes from someone
in the trenches
alongside you. This
strategy works. It will
keep working.

Important: This whitepaper has been prepared by Custodian for general educational and informational purposes only. It does not
constitute financial advice, tax advice, or a recommendation to buy, sell, or hold any investment. Property investment involves risk and
individual outcomes will vary. Tax laws and government policy are subject to change and the information contained herein reflects
Custodian's understanding as at the date of publication. You should seek independent financial and taxation advice before making any
investment decision. Custodian is not a licensed tax agent or financial adviser. Past performance is not a reliable indicator of future
results. © Custodian 2026 · custodian.com.au
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“The strategy hasn’t
changed in over four
decades becuase it
doesn’t need to.
Compound growth
from land appreciating
over time is one of the
most powerful forces in
personal wealth
creation. No budget
changes that.”

O U R  C O M M I T M E N T


	2026 PROPERTY INVESTOR WHITEPAPER
	THE RULES JUST CHANGED.  HERE'S WHY THAT'S GOOD.
	What every Australian property investor needs to know about the 2026 tax changes, and why Custodian clients have nothing to fear.
	27+
	YEARS IN BUSINESS

	12,000+
	PROPERTIES DELIVERED

	4,000+
	CLIENTS SERVED

	$2B+
	IN LOANS APPROVED
	4.9
	GOOGLE REVIEWS




