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Do your inspections

When purchasing an apartment it is also
necessary to obtain a strata report so that
you know what you're buying into. This
investigation will examine the adequacy of
the book keeping of the owner's corporation,
restrictions on use of common property, past
Oor necessary repairs to the building that are
evident from the owner’s corporation records,
how much money is in the general and sinking
fund, unusual restrictions in the by-laws and
any violation orders against residents.

Inspection costs can begin to add up,
especially if you've already put in offers on a
number of properties and have paid for strata
inspections numerous times. Unfortunately,
there’s no way around the expense. Don't
forgo an inspection and risk buying a property
with a major fault or where there's no money
in the strata fund.

Make sure it can be rented

Many people purchase apartments as
investments. In this case you need to make
sure that your apartment, like any rental
property, is attractive to an ongoing supply of
tenants now and into the future. An apartment
that’s close to the city and has a variety of
public transport options nearby is going to be
far more appealing to the rental market than an
apartment that's not close to an employment
hub with limited transport options.

Work out what type of tenant you want and
then determine their needs. For example, if

you decide that young, single professionals
with a strong income stream and limited  *
expenses are your ideal tenants, then

make sure your apartment is close to an
employment hub, has an entertainment area
with plenty of cafes and bars nearby and has
easy access to public transport.

Don't over finance

There can be many hidden or added
costs when financing your loan. To start
with, if you don't have a 20 per cent deposit
then you should be prepared to be hit with
‘lender’s mortgage insurance'. This fee
ranges from 0.5 to 3.5 per cent of the value
of the loan. There are some options where
you can avoid this expense even if you don't
quite have a 20 per cent deposit and it is
worth exploring them to avoid this cost.

However, wherever possible | recommend
that you do put down a 20 per cent
deposit on any property purchase, home or
investment, for a number of reasons. Most
importantly, it creates a safety buffer for
you so that you have some room to move if
interest rates rise or you experience some
unexpected financial stress such as the
loss of a job. A 20 per cent deposit will give
you some breathing space to get back on
your feet.

| also recommend that you factor in a 2 per
cent interest rate rise to ensure that you can
afford to make repayments at that level. It's
not a bad idea to work off the basis that rates
are actually higher for the first 6-12 months
and make repayments accordingly. Getting
a little ahead of your mortgage repayment
schedule gives you an added safety net.

When securing your finance, you need to
be aware of all the costs such as one-off or
ongoing administrative fees, exit charges if
you decide to refinance the loan, lender's
solicitor's fees, mortgage stamp duty and
mortgage registration.

Be careful when buying off the plan

Buying an apartment off the plan can be
fraught with danger. Whilst there are occasions
when buying off the plan property can be a
good investment, | don't recommend it for
the new or inexperienced property buyer. For
a start you have to be wary of some of the
clauses the developers request in the contacts
such as the fixtures and fittings clauses.

These clauses will be drafted in a way
that gives the developer control and you the
buyer little, if any, say. | have seen clauses
where a developer can change the fit out
quality and modify a floor plan byupto5
per cent. Now that may not sound like a
lot however when your paying $10,000 a
square meter for a 100m2 apartment then a 5
per cent adjustment like this means $50,000
going into the developer's pocket not yours.

In summary, | am a fan of purchasing
quality apartments in the right location,
particularly as investments. If you put in the
necessary time to work out the property’s true
value, make sure you're aware of the hidden
traps and costs, and ensure you've picked
alocation with an ongoing supply of tenants
then your property will work for you as a good
investment now and into the future. &=
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