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Welcome to the world of
Property Investment...

For most people it can be a bit
overwhelming:

Because it is:

e Quite complex

 There are lots of different ideas about
how to go about it... *

 Thereis a lot of money involved...
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By the end of this presentation...

 We hope.that you will be a little less
overwhelmed. -

e Have an idea whether property investment %

¢

is for you.

* Know what you need to do next.
BUT:
* This is just one of a series of, presentations

 And the very basic one at that.
e | encourage you to come to the rest in the series



Others Seminars in the Series

e Basic Introduction — 12 Steps to your 1 -

Financial Planning Principals everyone should
<now before they invest in Property. (

Positive Cash-Flow Property — Pros and Cons
e Properties in the USA — Good for cash-flow
e But will they make any Capltal Gains

 NRAS properties — What are they and why
would the Govt. give you $10,000 p.a. to invest
In property



Why invest in Property?

Capital growth
Rental income
Degree of control

_ower volatility

Tax benefits

Hedge against inflation .
Touch and feel it
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Consistent and Safe...

e Residential Property has consistently & safely
performed for many generations of ordinary®
Australians. )

e “Housing has outperformed all otherasset {

sectors incl. Shares, T-notes, Bonds &

Property Trusts over the last 10 & 20 year
periods.

‘ S | —

John Edwards, Residex

* 50% of investors earn less than $50,000 pa



Think back to your family

home...

What has happened to its value over the last 20 -

years?

Median House Price:

Sydney
Melb.
Brisbane
Adelaide

1990 2010
$175,000 $610,000
$135,000 $524,000

$105,000 $482,000°

$85,000 $405,000

|

¢

Growth X

$435,000 3.5
$389,000 3.9
$377,0000 4.6
$320,000 4.7

Residex



But when should you invest?

* Property has highs and lows of growth ov%

10 years averaging at 7%-10% \
e |t’s impossible to pick until after it has )
occurred.

e |tis “TIME IN” not “TIMING” that creates
wealth.

o —

 Answer. Now is a good time...



Now is a good time...
e Economy is slow

e So prices are down -

* |t is a buyers market |

* Interest Rates are relatively low

* And little chance of big increases

e Large range of choice

e Australia — Adelaide (stable prices)

| —

* NRAS — Govt assistance
e USA — Struggling economy + Aussie Dollar
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Planning...

 Most people that fail to invest don’t o
“plan to fail”... w4

.

 They just “fail to plan”...

* In other words; they proerastinate__,
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How to invest?
* Savings -
* Equity > Y

.

e Guarantor

* Plus leverage
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Leverage magnifies your

Investment
Savings (non Leveraged) A
Savings $30,000 % .3

$30,000 + 5% pa

In 10 years = $48,867

Profit = $18,867 Leveraged Investment
Savings $30,000
Borrow $270,000 5% pa
In 10 years = $488,668
Profit = $188,668
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Who pays the mortgage? "

Your Mortgage minus: N
* Rent 5
e Tax Deductions "«‘
»Negative Gearing
»Depreciation
e Equals... ’
* Your Real Cost N
2dzQR 0SS & dzNLINRA & SR
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What are the 12 steps?

Step 1 — Develop a Plan A
& 3

Any Success = 90% Planning + 10% Executio

We can help with both...
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a.) ldentify your goals

We have seen many reasons why people

Invest. ‘

|.  Build equity for 1t Home or upgrade |
Il. Future provisions forFamily a5

Ill.  Financial Security “
IV. Enhanced quality of life

V. Reduce Tax

VI. Replace part or all of income

VIl. Financial Independence in’Retirsment
VII. Early Retirement —
What are your Goals? Write them down...

or we can help you.




b.) Who should own the

investment?
Who will have the greatest benefit? A
e Who has the highest income for Tax benéfit?"

¢

e Who has the best borrowing capacity?

e Who has the least risk?
e |s the property for the benefit of others?
Talk to your Accountant or SolicitoF.., ™



Key Strategic Considerations

e Q. Capital Growth vs Rental Return. -

 Ans. Your Goal needs to be Capital Growth 4
but you need a reasonable return to_help (
with the payments and for the Bank loan.

In Aust. rental returns are about 5%...

Some promoters will claim higher to get you
in but:

Usually it is at the expense of Capital Growth



Most Important Criteria is...

Safe, long term capital growth...

of as many properties as you can afford. =
v ‘

A Balanced Approach: ;
[

* One Negative Geared property... offset by
e One Positive Geared property

Then you are less likely to hit the Banks
“Negative Gearing Brick Wall” »——

Even better if the Positive Geared has possible
changing circumstances... ie improved economy



To “Buy/Sell” or to “Hold”?

Selling involves costs: A
* Agents Commission %W, )
e Capital Gains Tax
* Bank fees

e Usually about 20% -25% of asset value

A better way would be to “Re-employ profits”
e Using the accumulated equity to do it again.



Heart or Head?

 Buy your Home with your heart... -
e Buy your Investment with your head... .

* After all would you buy shares because you  {*
like how they look?

* Any investment is just a:
e “Box that makes money”
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Step 2. Obtain Pre-Approval

15t from your partner... -
Then from your Bank. )

Know how much you can borrow before you {
look

Set a “Budget”
Then Full Approval will have,no surprises.

Find out how long your lender will need to
settle the loan...



Step 3. Do your Research

You can do it yourself...

OR >
We can help (37 Builder & 15 Developers)
But beware:

Media is not research...

They get it wrong too often.e.
Because they focus on sensationalisation.

-
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Step 4. Find the Right Location

 The purpose of investing is Capital Growth -
e But at what cost?

e Rental Yields

* Increasing your risk
 You need a Balance between Risk and Rewa
e Hence our “Balance Approach”

e Usually LOCATION/LOCATION not t the actual
property will determine growth.

o )
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Locational considerations...

e Population Growth
* Employment Potential ‘
e Good Infrastructure |
* Transport
e Schools
* Shopping
This usually excludes places that first come to mind...

* Like your favourite holiday locagion

| —

e Those so called “Hot Spots” promoted by the Media
e That’s speculation and has no place in investment.



High Population Areas...

High population areas are generally the -

safest... A

e But ask yourself: (¢
— |s there a strong diversified local economy

— Is the area well serviced with transport
and access

— Is there solid Retail, Eduationrand—"
Community Services
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A Good ldea...

It is often said that it is a good idea to buy
your first investment in your own State: ,

‘

 This reduces the risk of 2 factors:

e Getting ripped off
* Not looking after your investment

’ S | —

Ask about our 5% Rule...



Step 5. Select your Conveyancer

A Good Conveyancer:

e Will assess any Contracts for such things 95:‘ 3

¢

e Caveats

* Encumbrances
* To see if they affect your decision.
 Be aware that each State is slightly different.

| —

e So your Conveyancer needs to be local to the
State.



Step 6. Property Offer

Things to.consider:
1. Isthe area predominantly Owner Occupied ™y
2. Is it affordable for the local market & &

1.
3. Is it design appropriate for the area
4. If new, what do you know about the Builder

Rental
Re- Sale

¢

Reputation 4 e e

What Contract do they use... HIA, MB or
own.

Steel Frame or Timber



Step 6. Property Offer (cont)

5.1 old, what maintenance issues could arise.

6. What are the holding costs? ‘
|. Rental Yields
[I. Tax assistance

7. Will it value up by the Banks

l.  Or will it reduce my equity

],

8. Will it appeal to Owner Occuplers’f“ Re-Sale
later.



Step 7. Finance Options

Interest Only or P&l

Can you make extra payments
Early payout options or penalties
Fixed, Variable or Split

Lo Doc or Full Doc

Make your offer subject to anything you
are unsure about. '
Give your lender sufficient time

o —



3. Organise your Insurance

3 Categories: -

1. Self Insurance
(Life and Income Protection)

2. Landlord Insurance
(Rent, Damage & Pyblic Liab)

3. Building & Contents
(may be incl if Body Corp)



9. Settle

| Investment

PropertyFinders

Your Conveyancer will organise everything ™

Usually 4 -12 weeks

But sometimes more if a Development

The longer the better...

’
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10. Property Management

You can do it yourself

But we would suggest NOT

Use a Property Manager,

Even a bad one is better than doing it
yourself

We can recommend some,tried and _
proven ones...




10. Property Management
(cont)

Your Property Manager will: -
e Find a suitable tenant
 Organise Lease Documents
e Collect the Rent
e Conduct regular inspections
e Attend to Maintenance Issues

’ S | —

e Pay Bills
* Prepare Tax Statements for your Accountant
 There fees are Tax Deductible



i
| Investment

11. Depreciation Schedule 7=

* Use a Professional Quantity Surveyor o
%

e ATO approved (¢

* Not your Accountants estimate

’

e —"k

e The cost is 100% Tax Deductible
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12.Tax Withholding Variation = o

* You can wait until the end of the year -
b %

‘

e Submit a Tax Withholding Variation

 To get your tax benefit in your pay
packet

’ S | —

e Sounds complicated but your Accountant can
assist.



One Last Point...

While investigating you may hear things

That might deter you-from investing
Family and friends are well meaning
But may provide poor advice because
of lack of understanding

or just out of concern for your———

v
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Good advice...?

You also can’t get good advice from: -
e Those that don’t know. | .‘
e Youwouldn’t ask a Plumber about Electrical work

e So nor should you believe the Media... )
e they are not experts in everything they write
about
e Their job is to sell papers... at whatever it take

Good advice comes from:
* Those people that have already invested on ...
e Accountants on whether you can afford it.
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How wrong the Media can be...  Zzwesiment

Australian House prices

-
o
11

< *_\

Economic recessions

2 T r T ¥ T * T r 1
Dec-1967 Dec-1977 Dec-1987 Dec-1997 Dec-2007

Source: ABS

July 1970 Forecast 30% Housing drop
Dec 197b Touted 1975 as the worst year for Real Est
Aug 198? Interest rates have stopped home buyers
Jan 19838 Property Values in City slump

April 200B Housing bubble threatening

Sept 200060 Minutes, House prices will fall 40% in next 12 r




-

4

If people

had believed the Media they
would have missed significant
Capital Growth.

e —"k



So what is next?

Session 2. A

Financial Planning Principals }.
everyone should know before they

Invest in Property.

‘ S | —

Call 130013 1099
To book a seat.
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Good tuck and Good Investing. }




