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Bricks

and

mortar on
the way back

Investors have been cautious, writes Robert Harley,
but the essentials of a return to housing are building.

mmmmu -
housing Past year.
it's not = theyll
be back - and the investment
fundamentals have rarely
looked better. While the
collapse of equity prices has
scarred many investors, most
housing investments have
deliverad. Rising rents and lalling
interest rates have boosted
returns; values have been
remarkably stable: and the risk of
a fall in house prices is receding.

The one lactor missing Is the
strong capital gains that have -
often wrongly = encouraged
Investars into housing in the past.
But many analysts believe that in
the wake of the global financial
crisis, tho enhanced roturns on a
stable investment such as housing
will be enough.

And the reduction in the cap on
concessional contributions ta
supsrannuation in this year's
budget is likely to increase the
long-term atiractiveness of direct
property imvestment.

“We arn starling to get @ the
bottom of demand from invnstors,”
says RIS Shrapnel managing
directnr Robert Madlor, who
prodicts lew interest rates, coupled
with very low vacancy rates, rising
rents and higher yields, will entice
investors back into the market

::m-n they ean pudl.hn goar.”

says. .

HIA takes a similar view. "Il is
raasonable w expect an
investment recovery to amerge
through 2009, notes tha housing
group in its latest National
Outlook reporl

RP Data national research
director Tim Lawless says the
jump in rents of the past two years
has provided the best gross rental
ylelds Investors have seen for a
long tima,

“Gross rental yields aro likely to
peak over the coming months [as
rents plateau and house prices
rise], suggesting that now s
probably the best time for
investors to roll up their sleeves
and bacome active,” he says.

The past year has been quite
differant. Landing for investment

housing = the only real guide o
Investor interest = fell 27 per cent

$3 billion a month, lending Is less
than half what it was a year ago.
Australian Property Monitors
economist Matthew Bell says
investors have been holding out for
the bottom of the interest rate
q.'l:lnl.ndlhrlhuend of any first-
Bﬂ sor bubble. He mu-.h they
ml-ght out a lits longer,

Lawless says the growth In renis
?zulhpmmuyemrbﬂ#
cent natlonally = I8 unli

o e pantained,

“Rental alMordability is now
becoming a real issus and many
rentars arn likely to be considering
either buying or Into &
more alfordable rental &
he says "Nwmhdmllmwlll
sultbnwmrd:mmmrulﬂ
radas over the remainder of the
ar because vacancy rales are
zi’:lll.lﬂlmhuudlﬂm
demand remains high."”
Australian Property Monitors

major markets rose in the year 1o
March, except for the Gold Coast
apartment markat.

Medlan gross yields range from
4.2 per cent for Perth houses to
6.3 per cent for Darwin
apartments. Many investors are
I'indi-n;hner opportunities.

Of eourse, they are gross yields.
Thnmdummmmw“
HOVernmant nua:gwnt
costs and insurance, and
allowance for vacancies and
repairs, is much lower,

Centric Wealth Advisers’ Roger
Hancock points out that cash
returns on lsted real estats
investment trusts are better.

"You will get a 5 per cent yield
on residential, whereas high-
quality trusts are paying 10 per
mm'ili’l double the return,

you will get much more capital
growth. But it Is a different
mindset,” ha says.

For many, that mindset is tax
minlmhﬂm.wt::hmmﬂ;‘
changes lo super [ o
term impact on demand for
investmant housing.

Home truths
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There will still be upwa over the age of 50 could have message. “This is the Mrst sign that
I rates contributed $200,000 & year to the of
pressure on rental ra thelr super al a concessional rala.  are going o be . says
because vacancy rates By 2012-13, their concessional Melbourne property investment
are a “Which means they will be *For Investors w be reliant
rental demand is high. paying a hell of a lot more tax.” whally en -based
Matthew Bell, APM Hancock says. “What that will do,  Investments to fund a designer
ot slmost assuredly, is push those lifestyle and income when they
people on hi taxahble Income 1o l:llirnl.lm“'hllln;imihelun
mone Investrments. muqy oggs in one basket’ story,”
Peopls will start locking back to
cash deductions and cash savings. Ahlutlnvummlooklngﬁuf
So negative gearing, and gearing.  investments over which they have
and those sorts of things will come  more control . . . [ am hearing the
back Into focus.” rumbling



