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Given developments in Canberra, below is a reminder of some of the main market 
implications from a Labor government: 

Negative Gearing and Capital Gains Tax 

Labor have committed to reform negative gearing and the Capital Gains Tax 
discount.  

Franking credits 

In March Labor announced it will remove cash refunds for excess franking credits 
then later said that they will exempt Age Pension recipients.   

Banking royal commission 

If Labor wins the next election it will fall to them to implement changes 
recommended by the bank royal commission.  They may be more willing to consider 
significant changes. 

Electricity industry royal commission 

Recent news flow suggests that Labor will support a royal commission into the 
electricity industry which will create uncertainty across the industry.   Labor recently 
indicated support for price caps. 
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Given developments in Canberra, below is a reminder of 
some of the main market implications from a Labor 
government: 

Negative Gearing and Capital Gains Tax 

Quoting from the Labor website “Labor will reform 
negative gearing and the capital tax discount effective 
from a yet-to-be-determined date after the next 
election”.  More specifically 

- Labor will limit negative gearing to new housing. All 
investments made before this date will not be affected 

by this change and will be fully grandfathered.  Newly 
constructed housing will still be able to be negatively-
geared. 

- Labor will halve the capital gains discount for all assets 
purchased. This will reduce the capital gains tax 
discount for assets that are held longer than 12 months 
from the current 50 per cent to 25 per cent. All 
investments made before this date will not be affected 
by this change and will be fully grandfathered. 

The estimated savings from this are around $3 billion per 
year. 

Implications: In the short term this creates an incentive to 
buy now to lock in negative gearing and the capital gains 
tax in perpetuity.  So there could be a bring forward in 
purchases that lifts prices in the short term and pushes 
them down after that.  In the longer term it is positive for 
developers such as SGP, MGR and LLC as investors will be 
strongly incentivised to buy newly-constructed property. 

Franking credits 

In March Labor announced it will remove cash refunds for 
excess franking credits then later said that they will 
exempt Age Pension recipients.   

Implications: In the short term, this should encourage an 
increase in special dividends for those companies with 
excess franking credits.  I have shown some of those 
companies below.  After that, this will reduce the 
attraction of high-franked yield stocks and hybrids at the 
margin.  More specifically: 

- It makes REITs and infrastructure stocks more 
attractive than banks at the margin. 

- Bank hybrids are a more vulnerable than bank 
equities because the ownership of equities is 
wider, and valuations are relatively full for hybrids 
and relatively cheap for equities. 

 

Banking royal commission 

If Labor wins the next election it will fall to them to 
implement changes recommended by the bank royal 
commission.  They may be more willing to consider 
significant changes. 

Electricity industry royal commission 

Recent news flow suggests that Labor will support a royal 
commission into the electricity industry which will create 

uncertainty across the industry.  Labor recently indicated 
support for price caps. 
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DISCLAIMER, WARNING & DISCLOSURES  

This document is provided by Evans and Partners Pty Limited (ABN 85 125 338 785), holder of AFSL 318075 (Evans and 
Partners). 

This document is not a product of the Evans and Partners Research Department and is not intended to be a research report 
(as defined in ASIC Regulatory Guides 79 and 264).  Any express or implicit opinion or recommendation about a named or 
readily identifiable investment product is merely a restatement, summary or extract of another research report prepared 

by Evans and Partners that has already been broadly distributed.  You may obtain a copy of the original research report 
from your adviser or from our website at www.evansandpartners.com.au/research. 
 
The information in this document is general information only and does not take into consideration any particular investor’s 
objectives, financial situation or needs. Before acting on any information within this document you should consider the 
appropriateness of it having regard to your own particular circumstances, objectives, financial situation and needs.  
 
The material contained in this document is for information purposes only and does not constitute an offer, solicitation or 
recommendation with respect to the purchase or sale of securities.  It should not be regarded by recipients as a substitute 
for the exercise of their own judgment. If the material relates to a financial product that is the subject of a Product 
Disclosure Statement or offer document investors should obtain a copy of the relevant disclosure document and consider 

it before making any decision about whether to acquire the product.  Readers should be aware that past performance 
should not be construed as an indication of future performance and that future returns are not guaranteed.  
 
Any opinions and/or recommendations expressed in this material are subject to change without notice and Evans and 
Partners is not under any obligation to update or keep current the information contained herein. References made to thir d 
parties are based on information believed to be reliable but are not guaranteed as being accurate.  This document is 
provided to the recipient only and is not to be distributed to third parties without the prior consent of Evans and Partners.  
 
Except for any liability which cannot be excluded, Evans and Partners, its directors, employees and agents accept no liability 
or responsibility whatsoever for any loss or damage of any kind, direct or indirect, arising out of the use of all or any par t 
of this material. All information is believed to be correct at the time of publication; additional information may be available 

upon request. 
 


