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Buying an investment property is a great opportunity to invest in your future, while reducing your current tax liability.  
 
Have you heard people talking about negatively geared investment property and how they get a big tax refund? Well what does it 
mean? 
 
Let’s assume you want to buy a $500,000 investment property. You’ve owned your own home for a while and paid down the loan 
enough so that the bank will let you borrow 100% of the purchase price of your investment property. This is because you use the 
equity in your own house as the deposit. 

 
Assume that you have borrowed the $500,000 at an interest rate of 
6.5% and the house is rented out at $450 per week. The table to the 
right is a typical example of income and expenses for a rental 
property. 
 
In this example the property’s expenses were $12,615, more than the 
income. This means you can to offset this deduction against your 
other taxable income. Assuming you are on the top marginal tax rate 
of 46.5%  
this would result in a cash tax refund of $5,865.  

 
The cost to hold the investment. In the example above it will only cost                                                                    
you $6,748 per year to hold the property, less than $130 per week. This is 
because the tenant pays for the first $23,400 of expenses, the tax man 
pays for the next $5,866. The table to the left shows who pays their share 
of the expenses. 

 
Your expenses are equivalent to $130 per week. 
 
How to maximse your deductions, while reducing the cost to you. 
When you buy any capital asset you can depreciate the cost of the asset and receive tax a tax deduction for it. 
 
If you buy a new property, the builder can usually provide a schedule of costs, or if you buy an older building we can arrange a quantity 
surveyor’s report. Both the schedule of costs or the surveyors report will detail the depreciation you can deduct over the 40 year life of 
the building. 
 

This can add a tax deductible amount to the expenses, which is 
already included in the purchase price of the property, so there is 
no additional cash outlay.  
 
Using the example above we calculate the income and expenses 
summary to the left. This will result in a refund of $11,664. 
 
Also, since the deprecation on the capital allowance is not a cash 
expense, your investment in the property reduces to only $950.per 
year. This reduces the expenses you have to pay to less than 
$20 per week. 

 
Perhaps it’s time to talk to Shartru Wealth about this opportunity. 

 
 
 

 
Talk to Shartru Wealth 

To arrange a meeting with one of our financial planners or advisors, 
please email advice@shartru.com.au or call 1300 478 424.  

 For further information, visit our website at www.shartruwealth.com.au  

Rental income  @ $450 per week by 52 Weeks  $       23,400  

Expenses 

Council rates / strata levy  $         1,800  

Insurance  $         1,200  

Interest on loan $500,000 @ 6.5%  $       32,500  

Real estate agent commission  $             515  

Total expenses  $       36,015  

Total deduction  $       12,615  

Rental Income  @$450 per week by 52 Weeks  $  23,400  

Expenses 

Council rates / Stratal levy  $    1,800  

Depreciation / capital allowances  $  12,470  

Insurance  $    1,200  

Interest on loan $500,000 @ 6.5%  $  32,500  

Real estate agent commission  $        515  

Total expenses  $  48,485  

Total deduction  $  25,085  

  Property – Negative Gearing 

Affordability Scheme 


