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Property investment is now more than ever proving to be the preferred vebicle for investment. In light of the
current stock market gyrations, the low interest rates for fixed deposit and the millions of dollars lost in the
Mortgage Brokers fiasco. The rock solid security of bricks and mortar are now engaging a rekindled interest

Basicaly there are three types of levels of
property investment  available _for
Investors.  All have varying features and
should be viewed depending on the
Investors specific risk profile and present
and future financial plans. Each form of
investment will offer certain advantages
and disadvantages.

1. RESIDENTIAL PROPERTY

Basically residential  investment
propenty is the best place 10 start the
investment portfolio. Featuring lower
deposits and higher gearing ratios.
LOW RISK — even in the worst
economic downturn you will always
be able to rent the property, and
generate some form of retum.

HIGH GEARING RATIO — up 0 85%
of the purchase price of the property
can be borrowed against.

GREATER RE-SALE OPPORTUNITIES —
any resale will generally have a
greaier pool of prospective
Purchasers ie. both owners and
Tnvestors.

LOWER COST BASE — It s possible
{0 commence investing at an amount
as small as $80,000 for a home unit
ie

LOWER NET RENTAL RETURNS —
generally the typical residential
investment property will show a return
in the range of 4% - 6% net
HANDS ON — residential property
can be managed, maintained and even
improved by the invesior with no real
specialist skill or expertse required.

from a broad spectrum of investors.

2. COMMERCIAL PROPERTY
Commercial property is typically a
better investment for the more
financially mature Investor. Someone
who can financially weather the
downturns and can offer greater cash
contribution to the property.
HIGH DEPOSIT — generally 30%
deposit is required on a commercial
property.

Higher Cost Base — very few worthwhile.
commercial investments are available
in the sub §250,000 range.

HIGHER COST PRICE — most
worthwhile commercial investments
‘can range from $250,000 to anywhere
in the millions of dollars.

SPECIALIST FIELD - within the
commercial sector there are several

and because of the plight of the
economic cycle may indeed be unable
o lease the particular premise at any
price, thus having no rewrn and
devaluing the investment and in tum
forcing the investor o liquidate.
HIGHER NET RETURN — generally a
commercial property will show a net
return range of 6%- 12% (dependant
on tenant quality, location etc).

3. PROPERTY TRUSTS ~ LISTED &
UNLISTED

An increasingly popular form of
property investment, which is more
suited 1o retirees, super funds and
persons not wishing (o gear their
investment.

HIGH RETURNS — in the range of
8% - 12% s possible

No Borrowings — Property Trusts in
‘most instances do not have the ability
10 borrow against.

LIQUIDITY — Prove in most instances
10 be more liquid and can be broken
down in unis rather than sllng the
whole investment.

NO FUSS — The Trusts ypically
feature Blue Chip properties with
anchor tenants with fong_ leases.
Generally they are free of most
management hassls, vacancies efc.
and the return is paid monthly

In summary, all three types of property
investment should all produce a
reasonably ~similar ~capital - growth
provided they are held for the medium to
long term.  Whilst ~depreciation
allowances available will depend on the
age of the building and the type of
fixtures and fitting used. The ultimate
scenario is 10 have a diverse portfolio.
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