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Investors and landlords take 
note: the tax code has changed!
And the recently passed GOP tax reform – or, the Tax Cuts and Jobs Act 

represents what some are calling the most sweeping U.S. tax reform since 

the Tax Reform Act of 1986.

Since the bill went through in December (2017), landlords everywhere 

have been wondering how the new rules will affect them. Likewise, tenants, 

investors, and everyday taxpayers have been scratching their heads, looking 

for some clarity on how the new changes will impact their tax bill.

If you, like most taxpayers, are wondering what the new bill means for you, 

this guide will help to clarify some of the biggest changes to the tax code 

that are relevant to investors, allowing you to make investment and financial 

decisions that’ll allow you to benefit the most. 

We’ll also take a brief look at how this reform could shift the dynamics of the 

real estate market in 2018 – and beyond.

Here’s a look at what’s changed, and what it all 
means for you.

http://docs.house.gov/billsthisweek/20171218/CRPT-115HRPT-466.pdf
https://www.nolo.com/legal-encyclopedia/how-the-republican-tax-plan-affects-landlords.html
https://www.investopedia.com/terms/t/taxreformact1986.asp
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What’s In Store?
A lot has changed in a short amount of time, and there’s still a tremendous 

amount of uncertainty surrounding the full implications of the bill. How, 

exactly, everything plays out remains to be seen, as the IRS has yet to clarify 

many of the new changes.

Generally speaking, though, many analysts believe that real estate investors 

and landlords are expected benefit from these changes, although individual 

homeowners could face a loss of deductions – both in terms of what’s 

allowed, and new, lower limits that have been set.

As James Repetti, tax law professor at Boston College Law School says: 

“This is a windfall for real estate developers like Trump.”

“Many of the provisions passed will have a positive impact on investors by 

putting more money back into their pockets in terms of tax savings,” says 

Michael Episcope, co-founder and principal at Origin Investments, a real 

estate investment firm.

Of course, how the changes will affect you will depend widely on your own 

tax situation –including your tax filing status, how you structure your real 

estate properties, and how many properties you own.  

With this in mind, let’s take a look at some key 
changes to the tax code that are likely to impact 
investors and landlords the most.
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https://www.bloomberg.com/news/articles/2017-12-18/trump-real-estate-investors-get-last-minute-perk-in-tax-bill
http://www.nreionline.com/finalists/how-cre-investors-could-cash-tax-bill
http://www.nreionline.com/finalists/how-cre-investors-could-cash-tax-bill
https://origininvestments.com/
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Key Changes That Will Impact 
Property Investors

1  Tax Rate Reductions

One change that most taxpayers have to be positive about is the new lower tax 

rates across most brackets for individual tax filers.

While not everyone will pay lower taxes because of these changes, many will. 

These cuts are significant, and in fact, the total size of the tax cut from the rate 

reductions should equal more than $1.2 trillion over the course of ten years.

The tax rate brackets breakdown as follows:

 

Rate:

Unmarried 

Individuals 

Taxable Income 

Over:

Married 

Individuals Filing 

Jointly Taxable 

Income Over:

Heads of 

Households 

Taxable Income 

Over:

10% $0 $0 $0

12% $9,525 $19,050 $13,600

22% $38,700 $77,400 $51,800

24% $82,500 $165,000 $82,500

32% $157,500 $315,000 $157,500

35% $200,000 $400,000 $200,000

37% $500,000 $600,000 $500,000

The tax rate schedule retains the seven brackets it had before, with slightly 

lower marginal rates.

Here’s a look at what’s changed, for a single filer, from 2017 to 2018:

2017 Tax Rate: Unmarried Individuals Taxable Income Over:

10% $0

15% $9,325

25% $37,950

28% $91,900

33% $191,650

35% $416,700

39.6% $418,400

2018 Tax Rate: Unmarried Individuals Taxable Income Over:

10% $0

12% $9,525

22% $38,700

24% $82,500

32% $157,500

35% $200,000

37% $500,000

For more information on the new tax brackets,  
and how they break down for joint filers, see 
Business Insider.
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http://www.businessinsider.com/tax-brackets-2018-trump-tax-plan-chart-2017-12
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Key Changes That Will Impact Property Investors 
(continued)

2  Deduction Changes

The personal exemption allowance has been eliminated. Under the prior law, 

filers could deduct $4,150 for both the filer and their spouse and for each 

dependant. These deductions have now been repealed.

But while this exemption is gone, the standard deduction amount has 

increased on the final bill. This deduction has nearly doubled to $12,000 for 

single filers, and $24,000 for married.

Many taxpayers are concerned about the loss of certain deductions, though, 

and the lower limits for available deductions. Under the new bill, mortgage 

interest is now only deductible on the first $750,000 on primary and secondary 

residences. Although there is a grandfather clause that allows previously 

purchased residences to continue deducting their interest, up to $1 million.

Going forward, “The deduction for mortgage interest is limited to underlying 

indebtedness of up to $750,000, or $375,000 for married taxpayers filing 

separately,” explains Cindy Hockenberry, Director of tax research and 

government relations at the National Association of Tax Professionals, as 

quoted in a recent article on Mansion Global.

Additionally, there’s no longer the option to deduct interest on home equity 

loans, unless the money was used on home improvements. The deduction 

limit for state and local tax is also capped at $10,000, whereas before it was 

unlimited. Residents in high-tax states will be the most affected by  

this change.

Another important change is the net interest expense deduction for 

businesses. For organizations with gross receipts of over $25 million, 

this deduction will be limited to 30% of earnings before interest, taxes, 

depreciation, and amortization (EBITDA). 
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https://twitter.com/ch12559
https://www.natptax.com/Pages/default.aspx
https://www.mansionglobal.com/articles/85145-how-the-new-u-s-tax-law-impacts-property-owners
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Key Changes That Will Impact Property Investors 
(continued)

3  Pass-Through Deduction

One big win for real estate investors is the treatment of income through pass-
through entities.

Under the new tax law, there’s now a deduction of 20% for qualified business 
income for pass-through businesses – including sole proprietors, LLCs, and 
S-corporations.

In these businesses, the entity itself doesn’t pay tax, but instead it’s passed 
through to the owner.

In the case of LLCs, which are commonly used by landlords and investors, 
this new provision could be extremely beneficial, and represents a significant 
savings for landlords and real estate investors who buy property under LLCs.

“Generally speaking, this special deduction is allowed against business profits, 
and does not apply to wages earned by the business owner,” states a January 
report by Jay Messing and Chris Pegg with Wells Fargo Private Bank.

It’s also worth noting that for single filer taxpayers with over $157,500 in 
adjusted gross income (AGI) and those who are married filing jointly with over 
$315,000, there may be limitations on claiming the full 20% deduction.

In a boon for large organizations, the corporate tax rate has also been cut from 
35% to 21% under the new law, and it remains to be seen how these changes 
will influence how real estate entities will be structured going forward.

4  Bonus Depreciation

Currently, business owners are able to deduct in a single year up to 50% of the 
cost of personal property they purchase for their business. The new bill has 
increased this amount to 100%. 

This means if you buy personal property for the rental – such as appliances 
or new carpet, or make land improvements, you can immediately write off the 
entire cost of these expenses. You can’t, however, write off the cost of buying a 
rental property – that has to be depreciated over the course of 27.5 years.
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Just keep in mind that starting in 2023, bonus depreciation is scheduled to 
be reduced by 20% every year. So the amount that you’d be able to claim for 
property put into service in, say, 2023, will be 80%; not 100%.

5  Lifetime Gift Exclusion

The lifetime gift exclusion has gone up as well. The “applicable exclusion” has 
doubled and $11.2 million per person or $22.4 million for a couple is the new 
amount of an estate can now be transferred without tax penalty. This should 
help to reduce the number of estates that are subject to federal estate taxes.

Right now is a good time to re-evaluate estate planning – for those who would 
like to gift property to a beneficiary, it may be prudent to consider doing so now, 
rather than waiting, especially since this is one area of the tax code that’s set to 
expire in 2025.

“Estate plans created before 2013 should definitely be reviewed, and even 
recently created plans may need to be reconsidered in light of dramatically 
increased exclusions,” states the Wells Fargo report.

6  1031 Exchanges

With a 1031 exchange, you’re able to exchange like-kind property and roll the 
gain forward, without having to pay tax. Under the new guidelines, though, this 
rule only applies to real property. So real estate investors will still be able to 
benefit from this rule.

7  Earned Income Tax Credit

The maximum Earned Income Tax Credit in 2018 for single and joint filers is 
$520, if the filer has no children. The credit is $3,468 for one child, $5,728 for 
two children, and $6,444 for three or more children. These all represent a small 

increase from 2017.

https://www.mansionglobal.com/articles/85145-how-the-new-u-s-tax-law-impacts-property-owners
https://www.mansionglobal.com/articles/85145-how-the-new-u-s-tax-law-impacts-property-owners
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Key Changes That Will Impact Property Investors 
(continued)

8  Alternative Minimum Tax (AMT)

High-income earners take note: the AMT is still in existence. However, the 

exemption amounts have increased to $109,400 for married filing joint and 

$70,300 for all other taxpayers.

9  Obamacare Penalty Eliminated

The penalty for not having healthcare has been eliminated, starting  

in 2019. “Healthy millennials who don’t want/need health insurance  

are high-fiving,” writes Brandon Hall, CPA and owner of The Real Estate 

CPA. “Their parents are upset that their premiums will likely increase  

in 2019.”

State and Local Taxes
It’s important to note that some state tax provisions are tied to federal 

tax provisions. Upon enactment of this federal law, each state will have to 

decide whether it will adhere to the federal changes.

For tax planning purposes, it’s important to 
consider the impact that tax strategies will have 
on state tax. In the case of estate planning, keep 
in mind the impact of state taxes where 
beneficiaries live as well.

https://www.biggerpockets.com/renewsblog/final-gop-tax-plan/
http://www.therealestatecpa.com/
http://www.therealestatecpa.com/
https://www.wellsfargo.com/the-private-bank/insights/planning/wpu-tax-cuts-and-jobs-act-key-changes/
https://www.wellsfargo.com/the-private-bank/insights/planning/wpu-tax-cuts-and-jobs-act-key-changes/
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Long-Term Implications
With the bill having been passed so recently, the overall long-term impact  

that it will have on the economy and the housing market in general –remains  

to be seen.

Some analysts feel that there could be more motivation to invest, thanks 

in large part to the new incentives for those who structure their real estate 

investments through LLCs. 

However, some economists are concerned about the implications of 

eliminating or reducing itemized deductions.

With the reduction of itemized deductions, particularly the cap of state and 

local tax now at $10,000, there may be fewer incentives for renters to make 

the transition to homeownership. This could continue to fuel the growing 

demand for rental properties, potentially driving rents higher.

Additionally, this bill is expected to add nearly $1.2 trillion to the deficit over 

the long-term –through the tax rate reductions alone. If it contributes to higher 

inflation and a rise in interest rates, borrowing would continue to become more 

expensive, and buying a home could become even more difficult. 

The flip side of this, though, is that landlords and investors could stand  

to benefit.

“The bill makes it more profitable to own income-generating property like 

apartment rentals,” says Seattle-based residential real estate company 

RedFin. “Now, instead of paying the regular income tax rate (as much as 

37%), a landlord could simply create a limited-liability corporation for their 

rental and pay the pass-through rate (20%). This also means that landlords 

are incentivized to hold on to their properties longer.”  
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While the full implications of this new bill have yet to be seen, exciting times 

are on the horizon for landlords and investors alike. Just be sure to keep in 

mind that most, but not all of these changes are set to revert Jan 1, 2026, 

and any changes or restructuring should be done with this in mind.

Be sure to consult with a financial advisor, to learn 
more about the changes, and to see what you can 
do to benefit the most from them.

Note: While this article is intended to inform and to guide, it is 

not meant to serve in place of tax advice from a licensed tax 

professional or attorney. Please consult a tax professional for more 

information about the recent changes in the tax code, and to find 

out how they apply to you.

 

If you’d like to learn more about Rent Estate™ and the 

financial benefits that it offers, visit Renters Warehouse 

today. You can also get started with a FREE Rent Estate™ 

analysis, to see how much you could be getting each month 

on a prospective rental property.

https://www.nar.realtor/tax-reform/the-tax-cuts-and-jobs-act-what-it-means-for-homeowners-and-real-estate-professionals
https://www.forbes.com/sites/redfin/2017/12/20/landlords-just-got-a-big-tax-break/#e7044d9290cc
https://www.forbes.com/sites/redfin/2017/12/20/landlords-just-got-a-big-tax-break/#e7044d9290cc
http://renterswarehouse.com/rent-estate/financial-benefits/



