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growth and rental demand, other
suntirhs and arcas within the ciry don't
have the infrastructure, population
growth and investmenr fundamentals
required to foster solid, long-term
capitul growth

IUs important, theretore, o
difterentare berween a capnal city and a
metropolitan marker

A 'capital city” 15 the broad and
cxpansive region located within the
botndaries of a ciey's linms. fn Sydney,
for example, this includes the inner
city, castern suburbs, north shore,
wouth Sydney, western sttburbs and i
northern beaches

e ‘metropohitan’ arca within a city
incorporates the buili-up commumunes
and paghbourhoods m close proxinuty
to the CBID. In Sydney, this

r city, iInner west, castern suburbs
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cxperience “continued ongoing

demand for rental Properties |, savs

Cameron Kusher, research analyst

with property reacarch group RP Data
The stature of thes 1l cities

st employment base and the

ccononmic centre of the state, mean that
they'll conninue 1o artract the greatest
share of the population,” Kusher says

“Properties located as close to

the CBD as possible will generally
serform the broader market, due o

the fact that these properties are in high

fermand and are in scarce supply.”
Patrick Bright, direetor of buyer's

agency EPS Property Scarch, agrecs,
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¢ that e believes w's

"o mvest property located inthe

inner civy. “My view 1s that the closer
vou arc to the CBD. the better, without
being right in the middle of it.” he says
“If vou stick to the 3-10km ring,
vau're more likely to have plenty of
wenant demand and more consistent

capital growth, as that’s where supply

anc demand 15 at s strongest
HBright adds that beachside suburhbs

withm a 30-mimute drive of the CBD

are "also deal”,
Historically. properties located
within capital eaties have consistently

erown in value at a faster and more

substantial rate than thar regonal
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Properties located within capital cities
have consistently grown in value at a
faster and more substantial rate

counterparts. Rod Cornish, head of
property rescarch at Macquarnie Bank.
says this is because regional property
values “come off 4 low base

[hies means that an impressive capital
growth rate of 20% in a regional wown
— where the tedan property price
15 200,000 = amounts o an average
gam of 240,000; while m a capiral civy
property — where the median price 15
SEO0LG00 = the same dollar gain can be

achieved with a more subdued growth

ratc o :
“If you look ar capral growth in

thie long term, capital cinies have

usually done better,” sayvs Michacl
Yardney, director of Metropole
Investiment Strategists

“I look for arcas that outpertorm and,
L s !'.ki, these are alwavs close w the
CBD or close wo the water. This snt

always, l‘ll! aene I'.!”‘. it’s correct.”

The drawbacks

Clapital city propertics will generally

cost mare than thew regonal

counterparts. These higher entry

costs include more than just the

higher purchase price of the property
acquisition expenses such as stamp

O The expert opinion

Whether you buy real estate in a capital city or a country locale, there are
several key features that all top investment properties should possess.
The experts offer their personal tips for a top-performing investment.
' |
i I
' [}
I ]
1 i
I |
) )
I 1
' i
] )
|} I
I I
1 [}
i )
I 1
] ]
i 1]
) |
L 1
I I
1 |}
[ I
t . |
' o 14 i
' |
- - ! . -
Patrick Bright ¢ Michael Yardney | RobertDias
i ]
o o ation s numibet . = | 0K 3t areas near : e | o gtion is cnitica
=~ ¥ an } e o = | —eing 1
y 3 ! : !
i v i ; . i ;
jly duckling. but not P a nsport
| i ¥
th 31 I B{=12, nd s : ind park ]
- fey y i W I VT it 1o renter
| ] ’
3intenar I‘ . if : ® | ielert f
I { : erular W fi : " o
ST T i 1 ‘ el ! J
y TE@nSEort I ristorical r | 1} f ]
L l ! suburd : * Uy esla | L e W
— - i P —— I . ¥ S
’ i i Bropx \ [HE Ovel
i ] L]
1 HgQrapric [} 1] I Qenerally ] I W th
ey . o o | y
28 Ir ¥ rw . Dy 15 I H 41t
to five there, and 1 b : .
i 1
| i1, andl y I n
[ M i'l 1nat vt ] 4 -ll'l' I : e | 1 2Nid I.
Ol ! : A0 Value ! [ i
tvie af real éstate ‘I Oy ren L§ : that part 3 Migree

s

N

w



Invest | city vs country

32

duty will also be higher. and there

are also land tx considerations o be
aware of as the value of your property
purtfolio increases,

Iteal estate prices 1o aty locales
can stagnare w the short o medium
term. Incertam mner-city puckcts of
Svidney, for instance, property valies
have experienced no growth for several
consecutive years; and i Sydney’s west,
property prices have even begun to
trend backwards.

Investors who'll patentally get stung
i this scenano. Yardney explains, are
those who bought property near the top
of the cyele.

“I look at properoes located m states
that are near the bottom of the cyele. |
don'twant just good long-term growth;
I want good short-term growth as well”
Yardney says.

“Five years ago, 1f you'd mvested in
Sydney. that property wouldn't have
gone upan value much now, even
though it was thought w be a good
investment. That's because the market
wis near the wp of the cyele back then.
Fistead, an mvestment in Perth at that
stage would've been the better opuion.”

Yardney says 1t's not hard to "bear the
averages” and locate suburbs that are

nearing or at the bottom of their cyele.
using research and resources, and 1o
find the arcas thae have outperformed
i the long werm

Another drawback in built-up
locations s the lack of land componene,
says Robere Dias, director of Smuart
Planning Mortgages.

“¥You conld potentially be ina
situation where there's a sudden
dramatic increase in supply, due to
completion of a large development,”
Dias explains

“Apartments usually have liele
dufferentiation from cach other
within the block. and ofter limited
OPPOFLUNITICS to create unigue features
within the property to increase value
significantly. So when you want wo scll
it, the price is more or less standard,

hased o recent sales in the saine block.™

In saying that, oty apartments “will
always be in demand”, Diag maintains,
and they'll always grow i value i the
long term.

“Even the [current] downturm caused
by oversupply will be adjusted by the
market over time.” he savs, “Inthe long
run, it won't be thatbad.”

It will generally oaly become an
isue i you have to sell and erystallise

OHouses: City vs country data

Q City hot spots B

Michael Yardney from Metropole
Property Investment Strategists
grilled his team for their top
investment picks.

Melbourne: Jack Henderson,
director of Metropole Melbourne
* tlwood

* Armadale

= Brightan

* St Kilda West

Sydney: Pino Tedesco, director of
Metropole Sydney

* Tamarama

= Stanrnote

* Enmore

* Milsans Point

Brishane: George Kafantaris,
director of Metropole Brisbane
* 3almaoral

* Alderley

* Westend

s Aneriey

the loss: if you can atford wo hold the
property through the Jower ebbs of the
market eyele, your'll eventually enjoy a
profitable investment,

Growth Rent Predictions

i Medt " 10 years Last Last Last endi ji ji Szw

i roepe year  quarter month . o008 May2008  May 2007 pa
ACT $472.000 11.62% 12.45% 2.15% 1.20% 4.50% $410 5410 §%+pit
Adelaide $376000  11.42% 18.59% 2.39% -0.24% 4.03% $290 $275 3%+pa
SA Country $240,500 1017% 11.23% 0.38% -0.86% 4.78% $220 5195 IN+pa
Brisbane $459,500 12139% 20.23% 3.78% 109% 375% 5330 5320 I+ pa
Qld Country SIB0,000  10.68% 10.62% 1.07% -032% 4.60% $335 $320 2% +pa
Darwin $418,000 10.7%% 11.58% 3.54% -0.09% 537% 5430 $360 gli+pa
Northern Territory $377500  933% 10.91% 332% 0.23% 5.80% 5420 5350 9% +pa
Hobart $354,000 12.43% N.73% 4.59% 1.16% *4.20% §285 5280 G epa
Tas Country $261,000 12.60% 11.50% 114% 1.84% 450% $230 $200 9%+pa
Melbourne $482,500  10.75% 17.72% 2.90% 1.02% 4.11% $380 $300 $%=pa
Vie Country $268,500  1012% 10.26% 1.25% 0.24% ‘A76% $245 5230 2% +pa
Perth $513.000 1412% 3.75% 1.40% -1.26% 3.56% $350 $290 9% +pa
WA Country 5407000  13.76% 19.51% 490% 222% 365% 285 $230 &%+pa
Sydney 5579,500  749% 3.86% 0.32% -0.43% 4.32% 5480 5400 7%+ 0a
NSW Country $319.000 B.87% 214% -1.19% 1.24% 4.58% $280 $250 Ispa

Sourne Rewder Moy 2008
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Investment criteria - city
If your heart is set on buying a
property in the big smoke, Kusher says

it's important to consider the followimng
location critena when choosing your
potential investment
¢ Inner-city properaes located
within 10km of the CBD = the closer
the hetter

Quality transport infrastructure
{mainly train stanions and arterial
road networks, and also includes
terrics and buses)

Properues with features chat aren's

casily repheated, such as waterfromt
homes, propertics adjacent to national
parks, properties on larger blocks of
land than surrounding propertics

* Demolition control arvas — these arcas

are eypificd by character housing

that can’'t be knocked d

;‘n[».l!tl.d tor new des
suburh s extremely limited
o Urban renewal areas — urban renewal
has a demonstrawed stumulatory effect

amd the carher thar

On Property prices,

vou mvest i these arcas, !ht. arcater

the growth potential in both rents

and values

1
latpe

* Inner-city arcas with a lar
crriployiment base iy the suburb

or adjacent suburbs. cg, propernes

located i close proxamuty to large
s p]l.l]n

* Properties that are located near

colleges or universitics, as these

mstitutions pron ide a large, capture d

rental market

Qpportamnes wh

< F'I W .l}."r5'_ i

to be undervalued, parvcularly when
|'|illli‘dl'l_lj [y SUITTY

* Properties located close o

imding subirhs

entertainment, dining and sports

recreational precingts

Regional investments

Regional investments are popular
with investors who are after more
bang for their buck. With median
property prices in regronal and
country arcas gencrally sitting
$100.000-150,000 below capital city

5. these mmvestments certamly
ofter value for money
And whal

it an exponential ra

valti

£ f’._\ s !‘-U: Af1ONS INCTcase

regional wwns
ire cxpericncing thewr fair share of
growth, oo,

According to the recent 2008 Counry
Matters: Socral Atlas of Rural and Regional
Anistralia report, more Australian

families arc IMOVINE away [Tom major

regh '-1':.\| and ¢ ll.hl.ll

I'he study revealed thac ss

cities, and

Bt

contyes
tine of the 2006 Census, more than
7.5 mullion Austrabians lived vuside
capital cities — an increase of 472,700
since 2001

1

oceurring i coastal Queenstand

with the fargest growth
The report also confirmed that

people have been leaving smaller rural

specially young families

communitics, ¢
i favour of more sigmificant regional

ns. This s where it beg

ONns

{8

tmportant to differentiate berween

country and regonal locations

A regional centre 18 a service town

CEMtrc t-l I a4 TOUntry arca, .iTIL] d COLLTY

location is rural,” explans Dias

Locatons such as Townsville in
Quecnsland or Dubbo in NSW would
be constdered regiomal, for example,
as they're sizable rownships with
diversified econonnes. The populason
of Tovwnsville and s nawehbounng
‘twin city’ Thuringowa s around
168,000 people and growing

A town such as Charters Towers,
home to around 8,500 people and
located roughly 140k west of
sld be ¢

Charters Towers was

Fownsville, wan onsidered rural
once a bustling
metropolis after gald was discovered
there, back in the 18705

It oven claimied the title of the sccond

largest ety in Lu

island 1in years

gone by, Today, howeser, 1t a lad-



back country town. The impartant
aspects to investigate in both regional
and rural locations, Dias says, are
unemployment figures, population
growth rates and the local economy,
because a4 growing population indicates
an increasing demand for property and
low uncmployment figures indicate a
buoyant cconomy.

*It's important to investigate the
drivers of the local economy. Does it
rely un one mdustry only or docs it
have diversified industrics to support
employment and the economy? Is the
population mereasing at an above-
average rate?” Diassavs.

The benefits

One of the major drivers of growth
in regtonal locations has been the
resources boom.

In towns such as Broken Hill -
where you were able to pick up a house
for a micre $10,000 just a few years
ago —and Mt Isa, investors have done
well, especially as the mining boom
has lasted longer than expected, duc o
demand from China and India. That

1]
."t

1
!
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. Country areas can also achieve very
 strong rental returns, particularly those

| located near major mining projects

will help maintain property values in
remote areas, explains Cormish, who
says that the property price growth
driven by the resources boom in arcas
close to mines has created more local
employment and housing demand.

The other factor influencing the
regonal property market is investors
who seek better value for ther dollar,
and are able to buy property in regional
arcas for far less dhan they would cost
in a capital city.

“The upshot is that they're more
affordable. and at boom times they scem
o do well becausc it's a smaller market,”
says Yardney. “If you choose certain
regional arcas, there are definitely short
bursts of capital growth that will push
up regronal property values”

Regional real estate can also give
greater rental yvields, which makes the

ongoing financial burden of owning the
property less cumbersome.

“Rental returns and capital
appreciation can be strong if you pick
the right spot carly,” he says,

“Properties in coastal regions can
achieve quite strong rental returns,
particularly those in wurist destinations
and coastal retreats for mining
warkers,” explains Kusher.

“Country arcas can also achieve very
strong rental returns, particularly those
located near major maning projects,
New mines generally see strong yields
due to a shortage of housing and very
strong demand.”

One thing to be wary of 1s that hotse
construction can guickly catch up,
Kusher warns, and prices and retarns
can drop sharply unce supply regulates
itself in these arcas.
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He also adds that a benefit of regronal
property tmivestment might be that
the purchase 15 “an investment in the
buyer's future”, as it may be a properry
that they'd one day like to retire to,

The drawbacks

There are many factors to consider
when investing in regional or country
real estate.

Because not as many people live
in these arcas, 1t can take a long nme
to sell, warns Kusher. You generally
won't have the huge supply of buyers
flocking o the arca as is often
experienced i big cities.

“Markets can be quite volatile, and
capital apprecation can slow just as
quickly as it accelerares,” Kusher says.

“Coastal ar¢as are also heavily reliant
on tourism, local and world events, and
cconomic ¢limates can have a significant
impact on the wurism industry.”

It's also difficult to rescarch
investment prospects i reglonal towns,
Kusher says. because the sales figures
arc small compared to big cities.

For Dias, it's the size — or lack thercof
= of the local cconomy and population
base that concerns bim,

“A country locanon can be impacted
by one major negative factor, and then
may or may not recover for a very long
time.” he says. “I'm not guite a believer
in regional arcas, as I believe that it
does take a while for the marker 1o
grow n these places, unless the
populanon growth is so fast that the
region has to be subdivided from rural
to rural-residential ™

ORegional top performe

To be sure that 3 property investment
i a regional town will perform well in
the Imlg term, INVestors must ensure
that the local cconomy s diverse and,
wdeally, undergoing population growth

“If you do decide 1o buy 1 a regional
or country location, make sure you
target towns with 20,000+ population,
and ensure theyre dependant on at
lease thiee to five major industrics

* Investigate areas with strong growth
potential. While they may not get
you the highest rental return, capital
appreciation maght more than make
up for this

* Louk for the mext sea change or tree
change hot spot

* It purchasing a coastal short-term
accommodation property, look at the
Australian Burcan of Statistics (ABS)

' Markets can be quite volatile, and capital
- appreciation can slow just as quickly as

it accelerates

to survive,” says Brighe trom EPS
Property Search.

“And remember that, if you buy ina
town that's dependant on mining and
not much else, vou're puntimg on that
mining company staymg in busmess for
the long term.”

Investment criteria - regional
Considering a properey ina regional
location? According 1w Kusher,

you should check your potertial

ivestment agamst these eritern ta

ensure your slice of regional real estate
stacks up:

* Look for arcas that are largely
undersupplied, with few properties
and strong demand

* Be aware that the best strategy may
be a shor-term hold stratcgy of
ofie to twio years, or even sharter
resource-driven ‘boom towns’

s

v

tourism nombers o find the vacancy
rate and the overmght rates

Regional rentals

It's important t consder that
maintenance expenses and repar
costs, as a percentage of rental
mcomye, will be more expensive i
regmonal properties than in their city
counterparts, explains Yardney.

*A plumiber costs just as much
a regional town as it does in Sydney
— sametimes more af there's lietle
competition i the area,” he says. "You
might have a repair bill of $230 bue, as
a pereentage of the rental income, the
mmpact on the city landlord 1sn't as bad
as it is ona regional investor.”

For example, a property in Svdney
might achieve a weekly rental of 8500,
while a similar property in Mackay
rettirns $200 per week. A bill of $230

¥

6.72%

NSW  BROKEN HILL f
Qld CLONCURRY 15 $241,500 $280 6.07% B.03% 23.73% 11.69%
Qld MOUNT I1SA 4825 131 $352,000 4335 4.97% 7.77% 28.34% 12.53%
Qid LISSNER 4820 18 $184,000 $235 6.69% 7.63% 20.53% 9.229%
Vic YARRAGON 3823 7 5227,000 5205 472% 6,42% 6.29% 10.40%
Vic MOE 3825 56  $146,500 $155 5.54% 6.29% 13.48% 10.57%
WA NEWMAN 6753 18 $494,000 5260 2.76% 11.66% 23.355 16.53%
WA CABLE BEACH 6726 15 $732.000 $315 2.26% 10.01% 29.17% 15.06%
WA PORT HEDLAND 6721 19 §797500 $320 2.10% 9.99%, 37.83% 16.73%
SA WHYALLASTUART 5608 47 $156,000 5140 4.74% 7.50% 28.82% 12.71%
SA PORT AUGUSTA 5700 53  $187,500 $175 491% 6.79% 26.42% 12,63%
SA ROXBY DOWNS 5725 51 $417.500 3240 3.00% 6.55% 23.21% 16.14%

Soutce Residey Apsell 2008
36 WW YIDNaG ETTLA
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Is city or country better?

Your invesunent strategy should
1 of factors,
al financial

he based on a nun

mciuding your pers
sitnation and level of loan
sepviceability. There's no single

as different

rieht or wrong strategy

strateries will suit ditferent mvestors

Your investment strategy also la

depends on your appetite for risk,
awdds Kusher. “For

it's generally better w invest na ity

3 sate mmvesoment,

location, a¢ the fundamentals of thesc

property markets are more sound, and

2l
this creates morc certainty
‘But for shurt-term growth and

-apital appreciation. which can be

+ miore nsky strategy, regonal and
wovide better

country locations can
opportunnes t receive these gains '

tor abviotis

Mast people live in aties

reasons, and the populations of larger

wiee tend 1w grow faster than that

onal centres, Even a simall growth

rate of 1% in a metropolitan centre, such

in addinonal

felbourne. represents

35,000 residents, based on 2006

Censns data that puts the population of
Melbourne at 3.5 million people

However, in a regtonal centre such as

- one of Austraba’s fastest
srowmng cities, according ta ABS
figures —a population growth rawe of
2% adds just 6,500 people to the ol
population ol ar ind 131,000

A tower growth rate i a city locanon

translates to a greater actual number

of new residents, and the influx of

Slice of the CBD
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fermand for property. " Demand

fucls price growth.” Kusher says, “so

eenierally, City investment properties are

st to investin,” &



