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Profit from the property market?
THIS IS WHEN IT’S DONE!
If you’re thinking of moving … maybe
because your home is too small or
perhaps the location doesn’t suit
you anymore: you should be aware
the current market offers excellent
opportunities, especially if you’re
considering an upgrade to a better
quality or larger home.
The reason for the market offering potential
to profit is that the tempo of sales of lower
priced property has increased markedly
while the higher you go in property values,
the slower it is.
A situation of one sector being strong
and another comparatively weak will
always represent a bargain opportunity for
someone.
Most importantly, a market of this nature
minimises your funding gap whereas a boom
market tends to do exactly the opposite.
Here’s what we mean….
Let’s assume you sell your existing home
for $750,000 and buy a larger property for
$950,000. The gap to fund will be $200,000.
If you hold on and decide to make your
move when the market is up 10%, you will
get $825,000 for your property, and have

to pay $1,045,000 for the new property,
increasing the funding gap by $20,000 to
$220,000.
Furthermore, you will pay more costs such
as stamp duty.
If past experience is to act as a guide, the
higher priced property will most likely
appreciate more in a boom market than the
lower priced home to further increase the
funding gap.
This is one of the reasons why we urge
people if they’re thinking of selling, not to
hold on for the best price they can possibly
eke out for their property.
It is important to remember that profits in
real estate are generally made at the time of
buying, so buy well and then some years later
sell for the best price possible in the market.
Trying to force another $20,000 for example
by holding out for it can in actual fact cost
you dearly. What’s more, you’re putting your
goals on hold.
So, if you have sufficient equity for upgrading,
now’s the time to be doing it, especially as
interest rates appear likely to be staying
where they are and the supply of property
on the market is quite low.

SUBURB STATISTICS
South Perth

Median price
yr to June

Qtrly change

Annual
change 1
year

Ave annual
% change 5
years

Ave annual
% change 10
years

$1,155,000

0.6%

7.8%

0.1%

10.3%

Como

$750,000

3.8%

11.8%

1.1%

8.5%

St James

$459,000

3.9%

7.6%

1.8%

9.5%

Victoria Park

$565,000

3.4%

8.1%

0.9%

9.2%

What’s the situation for
someone wanting to downsize?

RWR movie night
The RWR Real Estate family movie
night for all our current and past
clients will be held at the Cygnet
theatre on Thursday, October 11.
The movie to be featured with be ‘Mental’
an amusing tale of a family in crisis when a
busy politician father ships his stressed-out
wife to a mental hospital.
Unable to cope with his five girls alone, he
picks up a hitchhiker (Toni Collette) to be
their nanny.
The film is directed by PJ Hogan who also
directed Muriel’s Wedding and also stars
Anthony LaPaglia and Rebecca Gibney.
If you’re a past client and haven’t received
an invitation, please feel welcome to
contact us as we would welcome the
opportunity to catch up.
The tickets are free!

Are you aware
of our referral
program?
We like to reward people who are
kind enough to refer people to us.
Consequently if someone becomes a client
as a result of being referred to us, we will
reward the referrer as a thank you with a
$200 voucher.
The voucher can be spent at Bunnings,
Scutti’s European Deli, Incontro Restaurant,
The Hang Out Café or Coles Myer.

means it’s not a good time for you if you’re
wanting to down size.
Contrary to what we’ve said on the
front page of this publication, this is
not the ideal time for someone with a
substantial property to be downsizing.

Obviously we would do our best for you, but
in all reality, you might be better to wait for
an upturn in the market.

This is because the market is currently active
for lower priced property and relatively quiet
for higher priced properties.

That’s very difficult to predict at the moment.
We were expecting an upturn late spring
early summer, but we’re not sure now thanks
to all the negative publicity in regards to the
iron ore industry.

In fact to achieve a sale, higher level homes
have had to discount by quite a bit which

When is that likely to come?

Opportune time for investors?
A good investor will always be mindful
of the fact that profits are invariably
made at the time of buying, not
necessarily when selling.
We frequently come across home buyers
and sometimes, investors who wished they
hadn’t made their move at the height of the
property market cycle, hence the reason for
making the point: there’s some good buying
opportunities in the local property market
right now. What’s more, these opportunities
won’t last forever.
The market appears to be ideal for those
people wanting to expand their investment
property portfolio by adding another
property – or for replacing a long held older
property with a new one.
If you sell the property you’ve had for quite
a few years, in this market, you won’t get a
boom time price for it but depending on
how long you have had it, there may still
be an opportunity to profit and you’ll be
replacing it with a much newer property.

The benefit of having a newer investment
property is that you can claim greater
depreciation, you’re likely to gain a better
quality tenant, you’ll have less maintenance to
worry about and you will have bought it at a
relatively quiet period of the market.
Now seems to be the right time to be active
in the property market especially as there’s a
shortage of rental property available.
We have less than 1% vacancy in our
substantial property management portfolio
– and the vacancy rate for the entire
metropolitan area is just 1.9%.
Interest rates are attractive, rental levels are
the highest they’ve ever been and property
prices are appealing.
If you’re interested in purchasing an
investment property come in and have a chat.
We can give you an idea of the returns you’re
likely to achieve from a particular investment
amount, suggest localities and show you
properties with potential.

CURRENT MARKET REPORT:

Strong buyer strength for
properties priced correctly
We’re experiencing a strong demand
for property in this region with supply
falling short of the number of enquiries
being received.

If you’re thinking of selling you should be
aware the market tempo is definitely rising
but prices for homes in particular are not
back to the heights they were at in 2006.

That does not necessarily mean that all
properties for sale are being snapped up
because the reality of the market is that in
many instances it is still at a lower level than
what many sellers realise.

The market for top end properties over
$1.5million is relatively slow and is offering
some good buying opportunities.

We have seen a number of good offers
rejected by sellers wanting to hold out for a
little bit more on the sale price.
Whilst that is certainly their prerogative it is
often the case that subsequent offers are less
and there’s regret for not having taken the
earlier offer.

Villas and apartments priced up to about
$600,000 are in particularly strong demand
at present and it has to be said this is
an excellent time to be selling one – or
alternatively, using it as an investment
property because the rental levels on these
have been outstanding.
We recently listed one for $585,000 achieved
$585,000 and it has subsequently been
rented for $695 a week.

•

Please note: The suburb statistics on
page 1 show median prices moving
in the negative. The reality is that a
negative may not necessarily mean your
property value has decreased. This is
because it could be affected by a large
number of properties priced less than
the median being sold, thus affecting the
final median result.

This is why, if you’re thinking of making a
move, do feel welcome to call us for an
appraisal. We’ll tell you straight what we
believe is the price your home will fetch in
the current market – and suggest what it
should go on the market for.
It’s a free service with no obligation.

Fixed rate loans are proving to be popular again
Split loan

Since the Reserve Bank’s decision to
reduce interest rates, fixed rate loans
have become increasingly popular
again.

A split loan can be a better bet – where one
part of your loan has a fixed interest rate
while the other is variable. Not only does it
partly insure you against rate rises, it gives
you a real opportunity to pay your mortgage
off faster. If you had a loan of $400,000 for
example, you could fix two-thirds (about
$266,000) over three years, leaving the
remaining $134,000 variable.

This is because many people believe the low
interest rates currently available are not only
attractive but may not be around for a long
time to come.
According to reports, the demand for fixed
rate loans increased considerably at the
beginning of this year even though at the
time most of the experts were predicting
further rate cuts in 2012.

Interest only

There are those who say that fixed rates
should be considered when they are at a
level well below the average 20 year Standard
Variable Rate (SVR).
At about 7.8%, the average SVR over the past
20 years is well above the fixed rates on offer
now as you can currently obtain fixed rates
for as long as 4 - 5 years for below 7% while
shorter period loans are generally around 6%.

Certainty
Having a fixed interest rate as opposed to a
variable interest rate is open to conjecture as
to whether it will in fact save you money.
However, they provide certainty which
appeals to many people.

Many property investors go for fixed rates
simply because they allow for accurate long
term projections of investment expenditure
and returns.
There is also a new factor to consider. It is
becoming highly likely that the banks won’t
pass on all of the future RBA interest cuts.
If this eventuates fixed rates could become
increasingly attractive.

You can then reduce the $134,000 with extra
payments without incurring a penalty, while
the payments on the remaining $266,000 stay
fixed.You might also make the fixed portion
of your loan “interest only”. By doing that
you’re only making interest payments on the
$266,000. That will free up more money for
you to pay on the $134,000.
With financial discipline you’ll probably have
a lot of the $134,000 paid off in three years.
You can then repeat the process - split the
loan again, start paying down the variable
portion and make some more headway.
It can be a good strategy, but it’s vital to get
the right loan.You can be charged set-up,
account and discharge fees on your fixed
loan, which can negate your gains.

How to go about getting an SMSF loan
and securing the best deal possible

As a result, loan establishment costs and
rates are now very competitive, making
borrowing to buy a residential or commercial
property in a Self Managed Superannuation
Fund more viable than ever.
Costs can vary a great deal, but SMSF loan
establishment costs are now somewhere in
the region of $2000. Documentation costs
can amount to about $2500. Lenders usually
apply a Loan to Value Ratio of 70% to 80%
for residential property and 60% to 70% for
commercial property.
While lending in SMSF is a lot easier, there
are important details that must be attended
to in order to avoid delays, application
rejections or restrictions on a person’s
access to future borrowing inside and outside

•

Loan to value ratios;

There are legislative
and lender
requirements which,
if not addressed, will
prevent or severely
hinder the ability to
secure finance.

•

The method of income assessment
in relation to rental income and the
history of contributions to the SMSF;

•

Other income included in the loan
servicing;

•

The financial position of members of
the SMSF;

•

Most lenders will require personal
guarantees from the trustees of the
super fund;

•

The term of the loan;

•

Some lenders won’t finance a
commercial property where the
tenant is a related party to the SMSF;

It must be pointed
out that when it
comes to considering
applications for
SMSF loans, lenders
employ a different
set of parameters
to what they’d normally use for property
loans. Furthermore, these parameters vary
considerably between lenders. This means
that your own bank may not be the best
choice when it comes to an SMSF loan.

Structure requirements are quite specific and
can be complicated. If the structure is not set
up correctly, it will either prevent or hinder.

Specialist needed
This makes it advisable to get a specialist
finance broker to assess a borrower’s
capacity across a number of lenders before
any applications are submitted.
This approach will secure the borrower
the best possible deal while making the
loan process smoother and maximising the
chances of securing the required finance.
There are a number of parameters which can
vary between lenders.
They include:

Sales position
available
We currently have a vacancy in our
sales team, so if you live in the South
Perth area and would like to become
a sales specialist for the area call us
to make an appointment for a chat.
We would prefer a local person, keen to
develop a career in the industry.

?
Mark Robinson
Licensee Principal
0409 923 112

Mark Wellingham
Director
0412 928 833

Frank Rousset
Associate
0419 941 221

IS THIS FOR YOU?
Sales Position Vacant

Michael Edwards
Senior Sales Consultant
0405 345 907

Kate Connolly
Property Manager
0411 306 655

Catherine Otway
Property Manager
9474 6899

Manuela Bastos
Prop Mgmt Assist
9474 6899

Andrea Balfe
Administration/Reception
9474 6899

Denise Sharbanee
Auctioneer
9474 6899

RWR REAL ESTATE

Licensed Real Estate Agents
Suite 5, 53 Angelo Street
South Perth WA 6151

Tel: 08 9474 6899

www.rwr.com.au
Media Support Services 1300 557 660

MEET THE TEAM

Since 2009 more and more lenders
have been offering better, lower cost
loans to SMSF borrowers.

of superannuation.

