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Kieran Clair

Everyone needs to start somewhere, 
regardless of the journey, and 
the grand expedition of property 

investment is no different. There are 
plenty of peaks to scale and pitfalls to 
avoid, but without the correct guide 
it’s easy to find yourself in financial 
quicksand. The first step along the trail 
is to get a handle on the basics before 
summiting the mount.

 ¿ WHY DO PEOPLE INVEST?
There are plenty of investment vehicles 
keen to drive your dollar, so why 
choose property?

According to Chris Gray of Your Empire, 
it’s about simplicity and familiarity. 

“No one knows property is always going 
to go up but they know that generally 
well-priced property is pretty secure in 
the long term,” Gray says. “Property is the 
easiest thing for everyone to do because 
you don’t have to be a genius.”

The financial hiccups of late 2008 also 
vindicated all those who hung their 
future security on bricks and mortar, 
he believes.

“The GFC, in a way, was great for 
property investors because it showed that 
even if you were good at buying shares, 
you could end up with zero whereas no 
matter how badly property goes, you’re 
still going to do alright as long as you can 
hold on.”

Jane Slack-Smith of Your Property 

The basics of
properTy  
invesTmenT
Fancy yourself as a bit of a Donald Trump but have the experience of a property Bieber? 
API has the guide to kick-start your real estate dynasty.
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Success also believes investors like to get 
comfortable with investments they know. 
When it comes to investing, she believes 
it’s best to remove the emotion.

“Most people assume they know about 
property investing because they own a 
home, but the reality is buying a property 
is a business and buying a home is rather 
emotional,” Slack-Smith says.

There’s a tangible facet to the asset that 
investors are also drawn to.

“A lot of people like driving past the 
property. There are just some key basics 
people need to know to be able to buy it 
properly so that they can make money.”

Property as a vehicle tends to 
avoid severe volatility as well. While 
sharemarkets can be prone to sudden 
seismic shifts, the property market will 
seem becalmed by comparison. Combine 
this with the enforced savings regime of 
regular mortgage repayments and real 
estate has plenty to offer as a long-term 
investment prospect.

 ¿ IS PROPERTY FOR EVERYONE?
Can anyone use property to create 
wealth? The consensus of our experts 
seems to be a convincing “yes”, but you 
need to make plans and get ready before 
jumping in.

“I think you really have to have some 
characteristics in common with most 
successful property investors,” Slack-
Smith says. 

“That is, they know the numbers and 
they understand why they’re buying 
something and what the end goal for the 
property is going to be.”

However, she points out there’s 
no reason you can’t outsource your 
shortcomings. Just ensure you identify 
them in the first place and concede 
someone else might be better equipped to 
handle them.

“There are also very successful property 
investors who recognise they don’t have 
the numbers and have an expert take that 
on for them.”

Trevor (not his real name) is a 72-year-
old property owner with more than 
50 years experience in investing. His 
portfolio includes two blocks of flats, a 
commercial property and four houses. 
Trevor’s set and forget method of 
investment is typical of a growth-driven 
strategy. For this approach, Trevor says 
one important investor attribute is 
essential above all else – patience.

“You’re probably not going to make big 
bucks on property in two or three years,” 
he says. 

“But then if you look at something I 

bought nearly 50 years, the return on that 
capital now is quite large.” 

 ¿ MEASURES OF SUCCESS
API compiles a useful glossary of terms in 
each issue (see page 145) to help guide 
you through the jargon, but let’s take a 
look at what are arguably the two most 
discussed investment measures. These 
gauges will define the strategies you 
adopt in your investment portfolio.

Capital growth
In its simplest sense, capital growth 
is the increase in the value of the 

property minus the original cost of that 
property. For example, if you purchase a 
property for $300,000 and one year later 
it’s revalued at $350,000, you’ve made 
$50,000 in capital growth for the year. 

The figure is often expressed as a 
percentage by dividing the amount of 
growth by the initial outlay. For the above 
example, $50,000 capital growth divided 
by the original $300,000 outlay equates to 
a 16.7 per cent growth for the year. 

Rental yield
Rental yield is the amount of money 
received in rent for a property expressed 
as a percentage of the original outlay. 
In our previous example, if the property 
received $280 per week in rent, it’s 

Top three investment tips
Our property investment experts provide their top tips for the first-timers.

Chris Gray, Your Empire

 > Take action and don’t worry too much about making mistakes.
 > Get as much independent education as possible.
 > Get that valuation because it helps ensure you’re not going to get ripped off.

Jane Slack-Smith, Your Property Success

 > Understand your goals. If you’re investing because everyone is doing it or you just want 
to have a property, you’re probably not going to be successful.

 > Have a professional team working for you – an accountant, financial planner, mortgage 
broker and buyers’ agent. 

 > Get educated. Read the books, do the courses, get as much information as you can.

Cameron McLellan, Open Wealth Creation

 > Get out of your comfort zone but don’t overextend yourself financially – you won’t get 
rich by owning one investment property but if you’re too stressed about being able to 
pay the bills on your first property it’s unlikely you’ll want to buy a second.

 > Follow a system. If you don’t have one yet, get inspiration and ideas from one that 
somebody else has used that has proven successful for them. Remember, property 
investment is a business. 

 > Think of growing your wealth as a game. It should be exciting. Get out there and do it 
and you’ll see what I mean.

Trevor*, seasoned property investor

 > You want a good (property) manager. I’ve known lots of deals to come undone because 
of how they’ve been managed.

 > Do your homework.
 > Don’t get overextended.

* Name changed to maintain privacy.

æProperty is the 
easiest thing for 
everyone to do 

because you  
don’t have to  

be a genius.Æ
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generators or new infrastructure sure 
signs of yield growth. He also believes 
savvy investors learn to recognise what 
tenants want and avoid what they don’t.

“The cost of the property has a big 
impact on the yield,” he says. 

“A lot of people make emotional 
decisions about the type of property 
they buy or build for investment and 
as a result they spend too much. We’ve 
found over the years that people generally 
pay rent for the bedrooms and you don’t 
get substantially more rent for a larger 
backyard or an extra lounge room.”

Like most aspects of any market, yield 
is supply and demand driven. These 
property investments are often purpose-
built for tenants and located in an area 
of high rental demand. They also tend 
to be reasonably priced because buyers 
recognise the potential for strong capital 
growth is probably not great. 

For example, many regional areas enjoy 
good rental returns for a low entry point 
but their growth prospects might be 
limited – particularly if they’re relying on a 
single industry base for local employment.

However, if you can cop the prospect of 
limiting your income stream in favour of 
a better promise of strong capital gains, 
perhaps a more traditional approach such 
as ‘the worst house in the best street’ 
might be to your liking.

Once again, this is supply and demand 
driven but it’s often the result of 
limited available supply due to a lack of 
development prospects. It’s also usually 
associated with a more dominantly 
owner-occupier market. 

For example, high growth investments 
are common in inner-city suburbs with 
limited new dwellings and ready access to 
services. Property with an opportunity to 
improve value – say a renovation project 
or splitter block – is well viewed in these 
types of locations.

When it comes to key drivers of capital 
growth, McLellan sees a direct correlation 
between developer activity and 
population growth.

“Developer activity is a long-term 
consideration as it influences the number 
of houses available for occupation, not 
just how many are changing hands this 
week,” he says.

He also thinks buyers should be wary 
of localities where there has been recent 
strong price growth, as developers 
will notice this and their activity – and 
subsequent supply – will increase. 
Unfortunately there’s sometimes a lag 
with this and an oversupply situation 
can occur.

sTraTeGies in sUmmary

STRATEGY EXAMPLE
INVESTOR 

RISK PROFILE PROS CONS
WHY THIS  
STRATEGY

Buy and hold 
for growth

Rentable house 
in an established 

area
Low

Smart investing is 
all about reducing 
risk with a strategy 

like this

If you’re simply looking 
to invest in a single 

market this may seem 
like a slow strategy.

The growth 
strategy is the 

safest and most 
guaranteed form 

of wealth creation

Buy and hold 
for cash flow/
yield

Unit in a densely 
populated area Low

Once your level of 
income is more than 
holding costs, you’re 

positively geared

You’ll never achieve 
real wealth trying 

to supplement your 
income alone.

Becomes a 
set and forget 

investment if the 
yield is strong 

enough

Buy, renovate 
and hold

Rundown home 
in an established 

area

Medium to 
high

Possibility to 
achieve instant 

equity
A lot of work involved

Good if you have 
an interest and 

lots of spare time

Buy, renovate 
and sell

Rundown home 
in an established, 
desirable location

High
Possibility of 

instant equity or 
profit

For the most part, 
flipping properties 

only works in a fast-
moving market

Best treated as a 
profession

Subdivision/
splitter block

Large lot that 
complies with 
town planning 
guidelines for 
subdivision

High
If done correctly 

equity or profit can 
be achieved

Development is a 
profession of its 

own. Many make the 
mistake of thinking 

builders are developers

Can work well in 
a stagnant market

Flats/duplexes
A multi-dwelling 

complex on a 
single title

Low Usually provides a 
good yield

Ongoing costs can 
multiply (eg. replacing 
six hot water systems 

instead of one)

Great yield 
strategy

New house 
build or house-
and-land 
package

A project home in 
a new estate

Low to 
medium

Can purchase in 
an area with good 
potential growth 

and new facilities. 
Good tax benefits 

and minimum 
maintenance costs. 

Many house-and-land 
packages are in areas 
with huge future land 

supply, which can 
hinder price growth

Flexibility in entry 
costs and plenty 

of choices on 
house design

Gain 
development 
approval and 
sell

A development 
site without 
approvals

Medium to 
high

Can produce great 
capital gains

An understanding of 
statutory building and 
approval guidelines is 

important

Good for capital 
gain if you like 

the study of town 
planning issues

Land banking
A large 

developable site 
in an outer suburb

Medium
If selected correctly 
there’s potential for 

good profits

Holding costs are the 
main concern. There’s 

no income received

Excellent profits  
if done correctly

source: cameron McLellan, open Wealth creation.
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earning $14,560 per year in gross income. 
Divide this gross yearly income by the 
original $300,000 outlay and you get a 4.85 
per cent yield for the property. 

If the purchase price is low but the rental 
return is high, it’s apparent you’re on to a 
good yield prospect.

These basic definitions are two of the 
more frequently used terms in investing. 

 ¿ HOW DO THEY WORK?
While not all property investments benefit 
from a component of both capital growth 
and yield, many strike a balance between 
the two. It’s this trade off that ultimately 
affects an investor’s strategy and outlook.

If you’re a cash flow driven, high income 
motivated investor, you’ll happily choose 
investments geared towards maximising 
rent – for example a block of flats or 
purpose-built student accommodation. 
These investments often have good 
returns but their capital growth potential 
can be limited. There might be a hospital 
or university nearby to feed plenty of 
tenants towards your investment property, 
but there are probably hundreds of similar 
dwellings in the area to choose from. 
That’ll keep prices down. 

Cameron McLellan of Open Wealth 
Creation has provided his take on some 
factors that drive yields.

For one, McLellan considers employment 
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 ¿ WHAT’S A GOOD BENCHMARK?
It’s not entirely fair to apply the one set of numbers to all 
properties but benchmarking the minimums should form an 
important part of your investment considerations. 

Gray is a capital growth focused investor but he also 
recognises the benefit of rental income in most projects. 

“A benchmark would be say five to 10 per cent growth, 
four to five per cent yield if you get into something more 
speculative,” he says.

“Further out of town, you might get five to eight per cent 
yield but then you’ll probably only get three to eight per cent 
growth… choose what proportions you want.”

Capital growth is pivotal for Slack-Smith as well when it 
comes to her three-prong investment strategy.

“I try to buy below the market, in an area with good capital 
growth and add value… my (preferred) method of adding 
value is renovating,” she says.

“I need to be in an area that has above average capital 
growth and, of course by definition of that, the average capital 
growth changes every year.”

Veteran investor Trevor believes if you’re a long-term 
investor, making sure cash flow is good from the outset means 
you can let capital growth take care of itself.

“I was pretty conservative. I wouldn’t buy anything I couldn’t 
maintain if the income fell away from it.”

 ¿ IS LOCATION EVERYTHING?
When adopting capital growth as your motivator, Gray 
believes you can’t ignore the time-held rule of ‘location, 
location, location’.

“If I’m looking at a long-term buy and hold (strategy) then 
renovation is a bonus, but position is what I’m getting my 
guarantee on,” he says.

Slack-Smith believes you shouldn’t get too hung up on just 
finding the worst house in the best street. To her, position is 
not all about being on the hilltop.

“The really clever investors… they’re always looking for a 
twist and the twist is not always obvious,” she says.

“I think a lot of people talk about ‘position’ and they’re 
narrowing their field down… every single one of my 
properties is near a university and a hospital. That’s my risk 
minimisation fall-back.”

 ¿ WHEN SHOULDN’T I INVEST?
Across the board most of our advisers think there’s rarely a 
bad time to buy, but you must stick to some basic guidelines.

“I’d generally think (there’s never a bad time) unless it’s 
completely obvious you’re in a boom,” Gray says. “My golden 
rule is if I’ve got cash, I’ll buy.”
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Slack-Smith concurs and says the only 
really wrong time to buy is when you 
don’t have any money.

“I’ve always bought when I can afford 
it, regardless of whether it’s at the top of 
the market or the bottom of the market,” 
she says.

 ¿ IS IT EVER TOO LATE?
If you’re one of those investors coming 
late to property, the experts agree there’s 
probably still an investment strategy that 
will suit. Gray tells it straight.

“I had a 65-year-old ask me that (am I too 
old?) and I said ‘are you thinking of living 
for another 10 years?’ and he said ‘yes’ 
and I said ‘well that’s the property cycle’.

“For me, it’s never too late unless you’re 
thinking of dying, which not many people 
are. Obviously you need to balance 
the risks.”

The greatest hurdles might be in 
some of the practicalities of financing, 
according to Slack-Smith.

“Giving a 70-year-old a loan for 30 
years does have some concerns for some 
people,” she says. 

“I think with age comes some degree 
of wisdom in recognising the time-value 
relationship of investments and they’re 
probably the people who will be getting 
the buyers’ agent, the mortgage broker, 
the financial planner and having those 
three people working as a team for the 
goals that they’re trying to achieve. 

“I think in that respect these (late 
starter) investors probably have a greater 
degree of success than most first-
time investors.”

 ¿ GETTING UNDER WAY
If you’ve made the decision to become 
a property investor, good for you! 
Sometimes just making that conscious 
decision can be the most daunting part of 
the process. As a guideline to what comes 
next, try this step-by-step process to 
switch on your real estate brain.

1. Set your goals
Now you know that property investment 
is for you, it’s time to look at your goals. 
Are you a young gun looking at the long-
term prospect of a property portfolio? 
Do you fancy yourself as a small project 
developer hoping to give the family 
income a boost? Are you heading towards 
retirement and wanting to lock down a 
secure cash cow?

Your goals are your motivation for 
getting into property investment and 
will guide your strategies for the ensuing 
adventure. Write them down and you’ll 

have a solid foundation on which to build 
your bricks and mortar dynasty.

2. Know your numbers
Make sure you’re aware of your 
numbers – that is, all your numbers. 
Write out a statement of financial position. 
List your assets and liabilities, draw up 
an income and expenses document and 
revisit your household budget. 

All of this comes into play, particularly 
when you head off to your lender or 
finance broker to find out how much you 
can confidently borrow, or at least what 
financial guidelines they require when you 
start looking for your real estate purchase.

These figures will also help you reflect on 
your goals. For example, you might be a 
little richer in the assets column than you 
thought but the income seems tighter, so 
heading towards a yield-driven property 
becomes more crucial.

3. Do your research
There’s more information out there than 

ever before and the vast majority of it can 
be sourced for free. Get on your favourite 
real estate websites, sign up for buyer 
alerts and start looking at what’s about.

Gray also has a strategy for getting 
informed that might save you some 
money down the track. He says buy or 
borrow all the books you can as a way to 
crank up your knowledge base.

“If you go and read a book once a 
month or once every two weeks, and 
you set your goal for six months to really 
educate yourself, you’re going to get 
80 per cent of the knowledge first up,” 
he says.

His only proviso is to avoid analysis 
paralysis. At some point you’ll need to 
stop reading and start doing.

“You want to do a reasonable amount of 
education but not too much, otherwise 
you’ll never put it into practice.”

4. Decide on your strategy
Once you’re in the zone, you have your 
financials and you’re feeling educated 

Better late than never
Leanne Thomas has a long family 
association with property so it might be 
a little surprising the 38-year-old has 
taken so long to acquire her first property 
project.

“I worked in a real estate office straight 
out of school as a receptionist and my dad is 
a (real estate) principal and has two offices,” 
she says. “He opened his offices in 1997 and 
I worked for him and did 
property management.”

After a seven-year stint 
overseas, she came home 
to work for a commercial 
development company. 
After completing a full 
renovation on her own 
home, she was more motivated than ever to 
get into property investment.

“If we sold it, it would’ve made money so 
I decided when I had my first child in 2006 
that this (renovation) is what I’d like to do.”

Leanne completed a course on profitable 
renovation and set about locating her first 
property project. she spent years trying 
different locations and settled on Chapel 
hill in Brisbane’s western suburbs as the 
place to invest.

“I’ve done 12 months at Chapel Hill 
looking solidly most weekends, talking to 
people at auctions, seeing what people 
are looking for. It’s a family suburb so 

(there’s) a lot of families 
there.” She paid $537,500 
for the four-bedroom, three-
bathroom “original condition” 
house. Leanne sees plenty of 
work ahead but is treating it as a learning 
experience.

“It hasn’t been touched so there’s a lot of 
work to be done.  At some point there has 
been a big leak in the ceiling downstairs, 

a possum living in the 
kitchen cupboard and 
the gutters out the 
back are fully rusted so 
there’s no point in having 
downpipes.”

she anticipates spending 
at least $75,000 on the 

renovation. Leanne would ultimately like 
to achieve a sale price of around $720,000 
and hopes to complete the project within 
three to four months so she can move onto 
the next one.

“I could give myself a break of looking on 
the weekends but I’m thinking how am I 
going to keep my hand in the market if I’m 
not out there attending open homes?”

Leanne’s top tips for new investors are 
to do your research, look for position and 
infrastructure and get five quotes for 
everything.

“Don’t pay retail prices for anything,”  
she says.

Investor Snapshot
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about the scene, try and consider the best investment type 
for you.

There’s a plethora of options. McLellan says there are some 
common strategy types (refer to table on page 22) available 
that could be worth examining. While not exhaustive, this list 
should provide a kick-off point.

5. Pick your area and become an expert
There’s something satisfying about walking into an open 
house and having that gut feeling that you know what it’s 
worth and what can be done, and you’re ready to jump on 
it. This is the culmination of becoming an area specialist by 
doing some hard work. 

Once you’ve defined your strategy and price points, it’s 
a case of working your way through the newspapers and 
websites until you get a feel for the areas that’ll best suit your 
requirements. 

If you can lock yourself down to two or three suburbs and 
they’re local, great. Get the listings and go to the open houses. 
Talk to the agents – let them know who you are and what 
you want.

It isn’t unusual to get a call from one of your new industry 
contacts with a hot prospect that has landed on their desk and 
sounds like just the thing you’re looking for.

6. Getting help
While you’re getting smart about all facets of your plan, it’d be 
reasonable to lock in a few go-to experts who can grease your 
investment wheels. Apart from talking to the selling agents, 
some investors will enlist the help of a buyers’ agent.

“I’m a big advocate of buyers’ agents,” Slack-Smith says. 
“To save you time, get you in the market and make the 
opportunity I think they’re a great investment but you’ll 
never know that until you’ve bought your first two or three 
properties and gone through the pain.”

Another great source of help is a property valuer. They’re 
bound by professional integrity to be confidential and 
independent and can save you serious money when you’re not 
completely across a particular area or property type.

“I always get a full valuation every time I buy,” Gray says.

 ¿ WHAT NOW?
Now you’re armed with some information and suggested 
starting points, it’s time to get out there. By taking on board 
the collective wisdom of our experts, utilising your own 
sources and walking the landscape, you’ll find an entirely 
fulfilling and hopefully profitable way to boost your wealth.

Property investment is an education but the rewards can be 
lucrative and fulfilling as long as you nail the basics from the 
start. api
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