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AFTER good grain returns from
this season’s crop, farmers may
be on the lookout for a sound
investment.

But it’s wise to be wary
before plunging headlong into
property investment, and with
this in mind, Farm Weekly
publishes some guidelines from
Mark Hay, principal of the Mark
Hay Realty Group.

He said that after the recent
rapid increase in activity from
all sectors of property
investment, 2004 continues to
show further growth.

“There is a broad cross
section of investors from all
walks of life, ranging from
young single people to the
married couples contemplating
retirement in the next few
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years,” Mr Hay said.

It appears most people are
aware of the need to look after
themselves in their twilight
years and are taking steps to set
themselves up.

But there can be pitfalls, said
Mr Hay, who outlines them
below.

(3 Neighbourhood investments
You should purchase in a
suburb because it will give
strong capital and/or returns, not
because you are familiar and
comfortable with the area.

(7 Risk aversion

Many investors feel
comfortable with a particular
locality or type of property and
tend to repeat multiple
purchases (locality or type).
Spread your risk and stock your
portfolio with a varied range of
localities and types of property.

0 Rental focus

Too many investors are
blinded by rental returns and
tend to overlook the capital
growth of a property. Provided
the investment is held over the
long term, you will find capital
growth as a far more powerful
wealth-creating tool. Remember,
only 50pc of the gain is ever
taxable and you can continually
borrow against the increased
growth to find further
investments.

0 Cash flow positive

Once again, too much
emphasis can be on obtaining a
cash-flow positive property.
These are rare in Perth and

usually there is an underlying
catch which can affect the
growth in value, for example
they may have supplemented
rents, the return may be
accompanied by low capital
growth, or they may have a
specific zoning feature (i.e.
serviced apartments).
Remember, if you generate cash
flow positive, every dollar of
income will be taxed at the
appropriate rate you are
currently paying, each and every
year.
(J Presentation

Just because the property
presents well doesn’t
automatically make it a good
investment. It may look great,
but will it give the rent and
capital growth returns you are
seeking? Does the fresh paint
and carpet cover up any faults
and does the presentation cause
an artificially high rent which
can’t possibly be attained in the
future?

3 Short term rentals
These returns are always

much higher than conventional
rents, but what are the real
costs? There can be vacancy
and management fees and more
importantly, if these rents aren’t
sustainable, you can be caught
short. Always factor in your
budget the normal market rent
— anything over this is then a
bonus.

3 Short term gains

Investors who entered the
market in the past two years
have witnessed healthy gains in
property value. But please
remember property investment
is long term and the costs of
entering property can be quite
high, i.e. stamp duty, settlement
and mortgage costs, and if you
were to sell within 12 months
of buying, you will also be
liable to have all profits
taxable.

“This is just a small cross
section of some areas that all
investors should seek to
understand before entering the
rewarding field of property
investment,” Mr Hay said.

Rabobank’s Rural Loan gives you the
flexibility to grow.

Rabobank’s Rural Loan is an interest-only facility that gives you the freedom to grow
your business. With flexibility to repay the loan at a time that suits you and with no
ongoing fees’, you have more choice in managing key financial decisions. For more
details call your nearest branch on 1300 30 30 33 or visit www.rabobank.com.au

WA branches: Albany, Bunbury, Esperance, Geraldton, Merredin,
Moora, Narrogin,Perth.

“No ongoing bank fees once the loan isfully drawn (government charges may apply).
Rabobank Australia Ltd ABN 50 001 621 129 ASFL 234 700,
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