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1.1 DON’T RISK CHANGES TO NEGATIVE 
GEARING AND CGT 

RECOMMENDATION
Retain negative gearing 
and current CGT settings on 
investment property to support 
the private rental market. 

THE CHALLENGE

Negative gearing has been part of Australia’s tax 

system for 100 years. It supports a rental environment 

that is within reach for many people. Rents have 

grown largely in step with wages and far less than 

housing prices over time. 

It is an uncertain time in the housing cycle to make 

such major, confidence-impacting changes. Housing 

affordability remains an important issue and there are 

far more effective measures to address this without 

increasing taxes on investment in rental property.

In January 2019 the Property Council polled more 

than 1,000 investors around Australia on the potential 

impact of abolishing negative gearing on future 

investments in established property as well as 

increasing the capital gains tax (CGT) on new and 

established property investments. 

The survey found that the Opposition’s proposed tax 

changes won’t stimulate investment in new housing 

as assumed and will lead to a fall in demand for all 

residential property types.

• Around half (49%) of all those surveyed would be 

discouraged from investing in property if these 

proposed changes are made, while a further 42% 

would reconsider the type of property they would 

invest in. 

• 33% of potential investors surveyed said they 

would probably or definitely buy a newly-built 

investment property in the next five years under 

the existing arrangements. This number drops to 

24% if the tax settings on investment properties 

were changed.

• Support for investing in established property 

also showed a big decline – among potential 

investors, intention to invest fell from 42% 

under existing arrangements to 16% under the 

proposed changes. 

These findings directly challenge key assumptions 

that these tax changes will stimulate new housing 

supply and construction. If less new housing is  

being created for people to rent it can only mean 

higher rents in the medium term. Less housing 

construction also puts at risk one of the major  

sources of jobs for Australians, more than mining  

and manufacturing combined.

Almost one in three Australians rent. The private 

rental market ensures Australians have affordable 

housing options. Negative gearing, deducting 

legitimate expenses against income, supports the 

supply of rental housing and assists more than 

two million Australians to save for their retirement 

through their investments. 

Property investors are not rich property barons. They 

are ordinary people. 

Negative gearing is primarily used by everyday 

Australians, 71 per cent of whom only own one 

investment property. An additional 19 per cent own 

two properties1. 

At a time when women are retiring with just over half 
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the superannuation savings of men, negative gearing 

makes an important contribution to the retirement 

savings of Australian women. 

Just under half (47 per cent) of investment properties 

are owned by women and women account for 

46 per cent of all those who negatively gear their 

investment property3.

The 50% CGT discount also ensures that governments 

only tax real capital gains – it is designed to encourage 

investment and remove the impact of inflation. The 

discount was set at a fixed rate of 50% to overcome 

the previously complex requirements to calculate 

inflation impacts for each year of ownership. 

BENEFITS
• Puts renting a home within reach of 

everyday Australians. 

• Helps everyday Australians fund a 
secure retirement. 

• Protects jobs in Australia’s biggest 
employing industry – property. 

1 ATO statistics 2015-16 
2 ATO statistics 2015-16 
3 ATO statistics 2015-16 
4 ABS Catalogue 5609.0, Housing Finance, Australia, May 2018, 
Table 11, seasonally adjusted

Investors have been crucial in supporting new 

developments. About 36 per cent of new  

development finance comes from investors4,  

helping projects move from conception, through 

bank approval, to construction. 

THE SOLUTION

Don’t risk changes to negative gearing and capital 
gains tax settings. `

796,000

clerical 
workers

teachers

nurses and 
midwives

social and 
welfare  
workers

Australians with annual taxable 
incomes below $80,000 

negatively gear  
investment properties.2

This includes:



1.2 BOOST HOUSING SUPPLY THROUGH 
FEDERAL INCENTIVES 

RECOMMENDATION
Boost housing supply by 
incentivising vital reforms 
to planning and zoning at 
state and local government 
levels. Appoint a dedicated 
Federal Housing Minister to 
ensure reform and reinstate 
the National Housing 
Supply Council. 

THE CHALLENGE

House prices are a product of demand and supply. 

Despite softening in some major markets, the 
responsiveness of supply is itself influenced by 
the efficiency or friction of the planning system 
in which construction activity takes place. A big 
driver of the increase in housing prices over the 
past decade has been the imbalance between 
supply and demand, along with record low  
interest rates.

In many markets, supply has only just met 
demand and now we are at the end of a 
construction cycle, the danger is that we are 
sowing the seeds of further affordability declines 
in the next decade.

The economic gain generated by better planning 
for homes is estimated at approximately $3 billion 
a year5. 

These benefits would flow from labour market 
outcomes, including increased participation and 
improved job matching, reduced congestion and 
higher productivity in the construction sector. 

Of course, the extent to which these benefits 
can be realised depends on the scope and 
effectiveness of reforms. 

THE SOLUTIONS

The Federal Government can play a role in helping 
achieve these benefits by working with the States 
and Territories who have direct control over 
planning outcomes. 

Improved monitoring of housing supply and 
demand will lead to better long-term policy 
development in this crucial area. 

Improved data should be used to drive Federal 
incentives model similar to the highly successful 
National Competition Policy (NCP) of the 1990s,  
to release adequate land for housing and optimise 
planning systems.

1. Incentivise planning and supply improvements 
by State and Territory governments. 

The National Competition Policy (NCP) reforms 
of the late 1990s provide a good example of the 
Federal Government driving a reform agenda 
across the States through the use of strategic 
incentives. Under these reforms the Federal 
Government provided incentive payments to  
the States and Territories subject to them  
making observable one-off reforms aimed at 
enhancing competition. This model should  
be repeated with a focus on housing supply  
and affordability.

2. Strengthen Federal Government housing policy 
focus with the appointment of a dedicated Federal 
Housing Minister. Include boosting national 
housing supply as a key responsibility. 

3. Reinstate the National Housing Supply Council. 
This would allow governments to better identify 
and respond to housing trends and give policy 
makers an immediate edge in understanding 



supply, demand and affordability. The work of the 
Housing Supply Council should be made available 
to industry on a regular basis. A reinstated National 
Housing Supply Council should:

• collocate in Treasury, given its crucial role in 
driving economic policy;

• link closely to the broader City Deal agenda;

• expand on the role of the previous National 
Housing Supply Council, including the 
collection of planning system data to 
support an incentivised policy approach for 
housing supply;

• track foreign investment activity and its crucial 
role in boosting housing supply;

• monitor housing supply across all markets to 
understand the impact of policy measures;

• encourage both private sector and 
government land activation to support future 
residential development pipelines;

• track and respond to local and state 
government land releases and strategic 
planning; and

• support ongoing reforms to encourage better 
supply and planning outcomes.

BENEFITS
• Better housing supply, avoiding 

future supply-induced price spikes.

• Houses can be brought to market 
faster and less expensively.

• Better data and evidence drives 
better planning outcomes for 
communities. 

5Deloitte, A Federal Incentives Model for Housing Supply, 2016



1.3 BUILD-TO-RENT HOUSING – A NEW WAY 
TO LIVE 

RECOMMENDATION
Champion the creation of a 
Build-to-Rent housing sector 
in Australia to provide people 
who rent with more choice, 
higher quality housing and 
more affordable options.

THE CHALLENGE

We need to expand the choice and availability of 
rental housing to meet the needs of Australia’s 
growing population and the increasing 
proportion of Australians who rent. 

Build-to-Rent housing has been proven 
internationally as a successful option that 
improves the resident experience. It is purpose-
built rental housing, offering longer-term tenure 
and professional lease management. 

Build-to-Rent housing adds to the spectrum of 
housing choices. 

It also increases housing affordability by 
providing more supply even at the bottom of the 
build-to-sell cycle. New rentals can be developed 
even when other housing construction is 
suppressed by adverse economic conditions. 

Build-to-Rent housing represents a new 
investment class in Australia. It will spur 
investment by international institutional 
capital, including global pension and sovereign 
wealth funds, which are experienced in funding 
these projects. 

For such institutional capital, investing in Build-
to-Rent housing is akin long term investing in an 

office or shopping centre. As such, the investment 
vehicle and tax settings should align with similar 
arrangements available to other commercial  
real estate investments, such as the use of a 
managed investment trust (MIT) and access to  
MIT withholding tax rates. 

THE SOLUTIONS

1. Champion Build-to-Rent housing in Australia. 
Conduct a full review of the community 
benefits, the policy changes needed and an 
implementation task force with close involvement 
from state governments to grow this asset class.

2. Remove the main barrier to investment in Build-
to-Rent housing by adopting withholding tax rates 
that are consistent with other forms of institutional 
real estate. 

3. Establish meaningful government incentives 
to encourage private sector development of 
affordable rental housing within new Build-to-Rent 
housing projects, targeting key workers and those 
without housing options.

BENEFITS
• Greater and improved housing  

choices for Australians who rent.

• Increases the supply of affordable 
rental housing.

• Attracts new investment to Australia.

• Sustains jobs and economic activity 
even during downturns in the  
build-to-sell housing cycle.



Build-to-Rent is a new 
investment class in Australia. 

Build-to-Rent housing has 
been proven internationally as a 
successful option that improves 

the resident experience.



1.4 SEEK BALANCE ON EPBC APPROVALS

RECOMMENDATION
Reduce red tape and costs 
by finalising EPBC Act 
bilateral assessment and 
approval agreements.

THE CHALLENGE

The Environmental Protection and Biodiversity 
Conservation (EPBC) Act approvals is the primary 
piece of legislation protecting our nationally 
significant fauna, flora and heritage places. 

Its objective is sound, protecting Australia’s natural 
environment is vital in ensuring our cities continue 
to be among the world’s most liveable.

It is eminently possible to strike a good balance 
between environmental values and community 
development needs – one based on evidence and 
supported by clear and streamlined assessment 
and approvals processes.

This balance needs to be the focus of future 
reviews of the EPBC Act approvals and the 
practical application of the framework at Federal 
and State levels. 

The EPBC Act approvals has significant 
implications for the construction sector in  
general and the residential development sector  
in particular.

The application of the EPBC Act approvals and  
its interaction with state and territory legislation, 
results in significant duplication of processes. 
These add time delays, costs and uncertainty  
to developments and ultimately, the price of  
new housing. 

Delivering on the promise of reform will streamline 
review processes, synthesise environmental 
policies and deliver substantial savings in 
the regulatory burden currently faced by the 
residential development sector. 

THE SOLUTIONS

The Federal Government has committed to deliver 
a “One-Stop Shop” for environmental approvals, 
designed to create a single assessment and 
approval process for nationally protected matters. 
Progress on this appears to have stalled at various 
stages across the states and territories. 

A renewed effort is needed to finalise the One-
Stop Shop reforms and realise the costs and 
time savings for business and homebuyers. The 
Government’s reform priorities should be to:

• finalise bilateral assessment and approval 
agreements between the Federal Government 
and all State and Territory Governments to 
create streamlined and integrated processes 
that avoid duplication;

• use strategic assessments or approaches 
to further reduce duplication and improve 
environmental outcomes; and

• reduce the delays and costs associated with 
the EPBC Act approvals while maintaining 
environmental standards.

BENEFITS
• Reduced time and cost of delivering 

new housing, while maintaining 
environmental protections.



1.5 IMPROVE HOUSING CHOICES FOR  
OLDER AUSTRALIANS 

RECOMMENDATION
Prepare for a ‘Silver Tsunami.’ 
Ensure choices for seniors 
by improving awareness of 
different housing options 
and their lifestyle benefits 
and incentivise “rightsizing” 
through a change to the age 
pension assets test.

THE CHALLENGE

Between now and 2040, the number of Australians 
aged over 65 years is forecast to almost double. 
In addition to the economic impacts of this ‘Silver 
Tsunami,’ it will exert significant pressure on our 
aged care and health systems if we do not find 
ways to help people live independently for longer.

There are many government initiatives to support 
older Australians. However, there is little support 
for people to understand the impact of housing 
choices in reducing health risks and increasing 
long-term independent living. An age-appropriate 
home can reduce the risk of falls and social 
isolation, which are the two biggest causes of 
hospitalisation for over-65s in Australia.

What’s more, the age pension assets test serves  
as a financial disincentive to age-appropriate 
options by potentially penalising older Australians 
if they choose to move into smaller, more 
affordable homes.

Seniors should be encouraged to “rightsize” 
through better awareness and education about 
the benefits, choices and options that are available. 

Likewise, they should not be unduly discouraged 
from moving by an assets test that does not value 
the contribution older Australians are making 
to their overall wellbeing when they move into 
homes that are purpose built for ageing lifestyles.

That’s why it is critical we have the policies and 
programs in place to ensure the health and well-
being of older Australians and encourage people to 
live independently for longer by making it easier to 
“rightsize” into purpose-built seniors’ housing.

THE SOLUTIONS

The government can encourage older Australians 
to live independently for longer by making it easier 
to “rightsize” into purpose-built seniors’ housing.

1. Support public awareness and education 
initiatives to encourage people to plan a transition 
from larger homes before the decision is overtaken 
by critical health incidents.

2. Enable full-rate age pensioners aged 75 years 
and older who own their homes to rightsize by 
“quarantining” their sale proceeds from the Age 
Pension asset test and ensure the entitlement of 
their full pension.

3. Ensure retirement villages and other purpose-
built seniors’ housing options are recognised by 
government policy makers within the aged care 
funding continuum.

BENEFITS
• More housing choices for senior 

Australians.

• Barriers to rightsizing are removed.

• Better access to longer-term 
independent living and the health 
benefits of age-appropriate housing.


