
You would have heard the news - 
Perth has an all-time record 6% rental 
property vacancy rate.

We can report one further item of 
important news: It hasn’t happened with 
us – and in fact, as a result of our brilliant 
property management team doing things 
differently to how other agencies manage 
their rental portfolios, we’re actively seeking 
more rental properties to manage.

First up, we have to say that the rental 
market is tough at the moment. It is a 
tenant’s market which means that a rental 
property has to offer good value for money.

One aspect of the rental market that is 
somewhat different to times past is that 
tenants are more than prepared to pick 
up their furniture and move to a property 
that they consider to be better value.

This is despite warnings that when the 
market tempo changes, the rental level 
will increase – possibly by quite a bit. It’s 

interesting to note that they’re not phased 
by the prospect of having to move again, if 
and when this occurs. While it may be short 
term thinking that hasn’t been as prevalent 
before, it is an aspect of this market.

We have been emphasising to our 
property management clients the 
importance of ensuring that everything 
in the way of maintenance should be 
attended to and that the rent level must 
represent reasonable value for money.  
We have followed this by a unique-to-
us marketing strategy that has seen our 
vacancy rates plummet.

At the time of writing we had just two 
vacant properties and we’re in a situation 
where we really could do with more 
properties to manage.

 If you have a property that you would 
like to have in the hands of a highly 
professional management team, may we 
invite you to call us for a chat about your 
property.  We would welcome your call.
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Suburb
Median price 
to June 2016

No of sales 
12 months

Quarterly 
change

Annual 
change 1 year

Median 
house rental

South Perth $1,206,000 72 -1.1% -3.5% $490

Como $877,000 109 -7.7% -0.3% $450

Kensington $855,000 56 2.4% -2.3% $465

Victoria Park $670000 55 -6.7% -4.3 % $430

Manning $800,000 58 4.6% -7.8% $433

Salter Point $1,035,000 43 -3.0% -7.6% $770

Source: REIWA
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Interest only 
loans - the pros 
and the cons

PERTH’S RENTAL 
MARKET DISASTER 

– AND WHY IT’S NOT 
HAPPENING WITH US!



A steady trickle of sales, 
mainly for mid-level 
properties in localities such 
as Canning Vale, Spearwood 
and other areas on the fringe 
of where we specialise, has 
kept our sales team members 
surprisingly busy over the 
winter quarter.

While the market in South Perth 
and nearby inner suburbs has 
been spasmodic, there are 
some promising signs for the 
spring quarter as there have 
been enquiries and there is no 
doubt that there are market 
savvy people out there  who 
have realised that the current 
conditions are extremely 
rare for Perth and represent 
an exceptional potential for 
upgrading.

It is interesting to note that there 
has rarely if ever, been a better 
time for people to upgrade to a 
bigger home or better locality. 
Lower level properties are holding 
their price better than those in the 
upper levels  and of course interest 
rates are so attractive.

The low interest rates increase 
a buyer’s borrowing capacity, 
and accordingly several finance 
brokers have reported to us 
that they’re seeing a number of 
people getting their finances 
in order to make their next big 
move.

With Australia’s interest rates 
still being among the highest in 
the world, we believe it is highly 
unlikely that there will be any 
rate increases of significance for  
a considerable time to come.

With rental demand generally easing 
across Australia at the moment, it is 
important for property investors to 
be mindful of the fact that they’re in a 
competition in what represents value 
for money and that maintenance and 
property improvements have never 
been so important.

With this in mind, it is important to 
fully grasp what your tax deductible 
entitlements are because they can play 
a major role in the profitability of an 
investment property.

The aspect of tax deductibility of 
maintenance is a key factor to investment 
profitability, but  investors need to be aware 
of the ATO’s penchant for catching investors 
out with mistakes  made in their tax returns.

It is vital to understand the difference 
between maintenance and capital 
expenditure on improvements.

Repairs and maintenance are fully tax 
deductible while capital improvements 

are depreciable items.

Repairs to cupboards, repainting, repairs 
to an oven and items of that nature are 
deemed as tax deductible maintenance 
issues, whereas the installation of a new 
oven or new cupboards would come under 
the category of depreciation allowance. 

Many investors don’t take full advantage 
of depreciation when determining 
deductions because it can be a minefield 
in determining rulings and qualifications.

 That’s why it pays to have the input of a 
property tax depreciation expert.

They will ensure depreciable items are 
identified – anything from the dwelling 
itself to capital works such as fencing, 
paving and even the garden shed. And 
they will come up with a schedule which 
sets out what you are entitled to claim for 
each depreciable item.

We’ve seen instances of the tax benefits 
from depreciation being surprisingly high 
so it’s  well worth investigating..

A steady trickle of sales 
leading up to Spring –  
WHAT WILL THE NEXT 
QUARTER BRING?

Property investment decisions a lot easier 
when you consider the tax ramifications

”The aspect of 
tax deductibility 
of maintenance 
is a key factor 
to investment 
profitability”



Interest only loans are something that always attracts 
attention because the concept of lower repayments has 
appeal – particularly so for investors when rental levels 
have undergone reductions as has been the case in Western 
Australia over the last two years.

As the name suggests, an interest only loan involves a borrower’s 
repayments only covering the interest on a loan, rather than 
paying off the principal.

According to figures provided by the Australian Securities and 
Investments Commission (ASIC) roughly 1 in 4 loans taken by 
owner - occupiers begin as interest only loans while 2 in 3 loans 
taken for investment purposes are interest only.

The total amount borrowed in Australia in interest only loans 
during 2014 amounted to $142.8 billion so they are a significant 
part of the country’s mortgage action.

It is important to note that not all lenders provide interest only 
loans to all borrowers. 

When an interest only home loan is available, in most instances 
the loans are undertaken for an agreed period (usually up to 5 
years). At the end of this time, the loan reverts to a principal and 
interest loan and the borrower starts repaying the principle as 
well as the interest.

Interest-only loans are more affordable because the repayments 
are initially lower than principal and interest home loans. 

The downside is that they cost more in the long run because 
during the interest only period you do not reduce the amount 
you owe, so over the life of a loan – you finish up paying more 
than you would if you were paying interest and principal from 
the onset. 

Furthermore, your  payments can  increase significantly at the 
end of the interest only period because if your agreement is for 

a 25 year loan of which the first five years is interest only, then 
the full amount will have to be paid in 20 years which means a 
higher repayment level than if principal and interest was paid  at 
commencement.

Example:

Loan $500,000: interest rate 5% - Principle and interest mortgage 
over 25 years

Monthly repayments 25 years: $2,923/m

Total Cost: $876,885

A loan of $500,000 – interest rate 5% to be repaid over 25 years:

Interest only mortgage 5 years: Payments  $2,083/m

After 5 years: payments will increase by $1,216 to $3,300/m for 20 
years

Total cost: $916, 947  

Extra cost $40,062

Having given the negatives there is no doubt that interest only 
loans are popular with property investors who can claim the 
interest – in other words the full loan, as a tax deduction.

Many investors take an interest only loan and count on a 
property appreciating in value by the end of the interest only 
loan period – at which point they might sell and make a profit or 
refinance the loan.

One of the obvious advantages of an interest only loan is that 
by paying the minimum for a period of time, money that would 
otherwise be put towards paying off the principle can be put to 
another purpose. It could be for studies or another use that could 
give a better return, so the pros and cons need to be weighed up 
carefully.

Interest only loans - 
THE PROS AND THE CONS
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Property markets are often referred to as a buyer’s market or a seller’s 
market. 

The Definition of a seller’s market is that demand is exceeding supply, 
giving  sellers the advantage in price negotiations whereas the converse 
is true in a buyer’s market: where supply exceeds demand, giving  buyers 
most of the negotiating power.

So where are we now?

As at the last census ( 2012) Perth had 726,863 dwellings.  The number 
of dwellings listed for  sale at the end of June 2016 was 19,941 whwich 
represents 2.74%of its dwellings listed for sale – an 18.5% increase over the 
number listed 12 months previously.

By contrast Hobart has seen a decrease of 18% on the number of homes 
listed for sale during the last 12 months so we have two opposites.  The 
Perth market has a situation of supply exceeding demand ( a buyer’s 
market)  while Hobart is heading towards the opposite ( a sellers’ market). 

Interestingly Sydney with 1,723,062 homes had 19,420 properties for sale 
– 1.13% of dwellings listed for sale – representing an increase of 5.8% in 
properties on the market.

Clearly the large supply of properties makes this a buyers’ market and that’s 
why property values are falling in Perth.

With the supply side relatively stable, it will be important to keep an eye on 
median price growth and population expansion to see if demand takes up 
the slack.

But there is another aspect to property markets…  there is not necessarily 
one market within a city. There are markets within markets -  certain 
localities locations and different price points can have a run on them or be 
in the doldrums in contrast to other localities..

What is important is to keeping track of supply and demand ratios, buyer 
sentiment, the tempo of the market, auction clearance  rates, proposed 
future developments and to some extent the median prices of various 
areas.

ARE YOU AWARE OF WHAT 
CONSTITUTES A BUYERS OR 
SELLER’S MARKET?

Latest ABS figures on housing 
finance show that new home 
lending saw a healthy rise during 
June.

 New home lending volumes 
increased by 2.3% during the month 
.  This was 6.3% higher than the same 
month last year. 

Housing Industry Association Senior 
Economist, Shane Garrett said 
“the RBA cut its interest rate at the 
beginning of May so June’s housing 
finance results are the first month’s 
data to fully capture the effect of 
cheaper mortgage costs. 

He said it was encouraging that 
homebuyers seem to be taking 
advantage of the lower interest rate 
environment despite the uncertainty 
that a  federal election invariably 
causes.

Compared with  a year earlier, the 
number of loans to owner occupiers 
constructing or purchasing new 
homes increased in a number of 
states over the year to June 2016. 

The strongest growth was in 
Victoria (+19.1%), followed by New 
South Wales (+10.8%), Queensland 
(+4.3%) while there were substantial 
reductions in WA (-20.7%), the 
Northern Territory (-17.7% ) and 
Tasmania (-3.5 %). 

New home lending to owner 
occupiers in South Australia and 
the ACT during June 2016 was 
comparable with the level a year ago.

June Bounce 
for New 
Home 
Lending 


