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Got a spare $50 a week? If so you can probably afford to invest in 
property. Start with Money’s guide and three achievable scenarios.

1. What deposit do you have?
The size of your deposit is important because 
it will dictate how much you can borrow 
and therefore how much you can afford to 
spend on a property. You’ll also need some 
cash for the associated costs such as stamp 
duty and conveyancing fees, which can add 
an extra 5% to the cost.

Deposit requirements vary between lend-
ers, but you’ll probably need 10% of the prop-

erty value if you are happy to pay mortgage 
insurance. To avoid mortgage insurance you 
will need to have a 20% deposit.

If you own your own home you may not 
even have to save up, because you can prob-
ably use your equity as a deposit.

“Less than 5% of Australians have nega-
tive equity in their property – that means 
95% have some equity or funds that they 
may be able to tap into to start growing their 
wealth,” says Jane Slack-Smith. 

           HoW you can do it

yeS yoU reAD tHAt 
right – just $50 a week 
and you can become a 
landlord. Once you take 
into account the rental 

income and the tax benefits you’ll receive, 
buying an investment property is clearly 
more affordable than many people realise.

About 63% of property investors made a 
loss on their rental income in the  2009-10 
financial year. RP Data says the typical 
loss was $176 a week. Money asked three 
well-known experts – Sam Saggers, Peter 
Koulizos and Jane Slack-Smith – to come 
up with three scenarios to cater to a range 
of investing budgets: $50 a week (p37), 
$150 a week (p38) and $250 a week (p41). 

Interestingly, Slack-Smith, who tackled 
the $250-a-week example, says there is no 
reason an investment property should 
cost you that much. 

“The reality is that if you have the 
resources and knowledge to buy the right 
property at the right price, then your out-
of-pocket expenses should be a lot less 
than that,” she says.

“In fact, with every passing year they 
should decrease – especially if you can 
renovate and push the rent up.” 

This is good news for first-home buy-
ers. Even if buying a home to live in is 
out of your reach, you might be able to 
get your foot on the property ladder by 
starting with an investment property.

Property markets across Australia 
have been quite flat, with capital city 
home values increasing by just 1.6% over $50

a week

invesT in  
properTy

from

the three months to the end of August, 
according to RP Data.

Year-on-year, though, most capital 
cities have gone backwards – with the 
exception of Darwin (4.2% growth) and 
Canberra (0.3% growth).

The great news is there are plenty of 
great prospects out there, says Koulizos. 
“I think it is a very good time to buy prop-
erty as prices are still below their peaks 
of two years ago and interest rates are 
very low,” he says.

“There are great opportunities for the 
astute investor to pick up property well 
below market value, gaining some instant 
equity in the process.”

You need to be realistic about your 
expectations for capital growth – just 
don’t expect to make a quick profit.

“I forecast that the Australian property 
market will be soft for at least another 
year, but some states will do better than 
others during this period,” says Koulizos. 

“Keep an eye on the Northern Territory, 
especially Darwin, as an increase in US 
defence personnel and an exponential 
rise in resource activity is set to send 
property prices skyward!”

RP data senior research analyst Cam-
eron Kusher agrees, saying it is unlikely 
we’ll see the same level of capital growth 
experienced in the residential property 
market over the past 15-20 years. 

“Going forward, zero to 4% will be 
your typical annual growth while 8% to 
10%pa will probably be considered good,” 
he says. “These are really normal condi-
tions but a lot of people who have bought 
property aren’t used to that.”

If you want some help with where to 
look, RP Data has come up with the best 
suburbs in Australia based on rental 
yield. All these have a median price of 
less than $500,000. (See page 42.) You’ll 
notice that many of these tend to be in 
regional areas, so it is worth broadening 
your view away from your own backyard.  

“Owning an investment property may 
seem the luxury of the rich, but the major-
ity of investors, according to the ATO, 
earn between $35,000 and $80,000,” says 
Slack-Smith. “Sometimes, just looking 
at your budget, what you can afford and 
making a plan to invest and a savings 
strategy to match will in fact rocket your 
family wealth foundation.” 

So what are you waiting for? Our seven-
step guide runs through the key issues, plus 
we take a look at the numbers crunched 
by the experts.

plus

100
best 

yielding 

Hot spots
page 42

      $50 pW, p 37 >>>>>>>> $150 pW, p38>>>>>>>> $250pW, p41

✪ tip
If you are using your home as a deposit, 
be careful about how you structure your 
loans. “Don’t make the mistake many do 
and use both properties to secure the new 
loan – with the right finance structuring you 
don’t need to do this,” says Slack-Smith. “In 
the long term this may prevent you growing 
your portfolio.” And if you cross-securitise 
you could end up losing your home. 
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“The key to accessing equity is making sure 
you separate your non-deductible home loan 
from your new loan – that is, your deduct-
ible debt – as at tax time you can claim any 
interest on the loan that is being used to buy 
an investment.”

2. How much can you afford 
each week? 
Knowing how much you can contribute each 
week to cover any out-of-pocket expenses 
is another key consideration. Yes, that does 
mean sitting down and working on a house-
hold budget.

“A good budget is a completely transparent 
budget that accounts for absolutely every-
thing, from petrol through to your coffees 
each week,” says Saggers. “Once you have 
established an honest, realistic budget, you 
will be surprised at how easy it is to identify 
where you can save.”

Even making small changes to your spend-
ing habits can result in substantial savings. 
“Think about every time you spend money 
on fuel – how much do you spend on soft 
drinks, snacks or other unnecessary items 
while you’re in the servo?” says Saggers. “It 
all adds up – say $5 to $10 each time you’re 
at the local shops or petrol station can eas-
ily equate to $50 a week on things you can 
go without.” Another option is to look for 
ways to bring in more money.

✪ tip
If you don’t want to wait until tax time to 
get your refund, consider asking the ATO 
for a tax variation so you get the tax ben-
efit upfront to boost cashflow (see $250 a 
week scenario on page 41 for more).

3. How much can you borrow? 
The quickest way to work out how much 
you can borrow is to use an online calcula-
tor to give you an indication. You can also 
use online pre-approval calculators, but 
nothing beats getting a formal pre-approval 
from your lender, says the director of opera-
tions at State Custodians, Heidi Armstrong.  

“With formal pre-approval you give your 
full details and the information provided can 
be confirmed. This type of thorough inves-
tigation can unearth quirky things that may 
impact how much you can borrow,” explains 
Armstrong. “People sometimes assume that 
their income is the only relevant factor in 
determining how much they can borrow. 

“Other important factors include: details 
on their credit file; the type and length of 
employment; how their income is broken 
down into commissions, bonuses and sal-
ary; the amount of deposit they have avail-
able to contribute to the purchase, where it 
came from and how long they have held it 
for; any additional income such as family 
tax benefit; rent; and, of course, existing 

liabilities, including whether they are tax 
deductible or not.”

It’s important to ask whether the lender 
will consider the rental income you are likely 
to earn from the property to determine the 
amount you can borrow, because not all of 
them do. This could really affect the amount 
you can borrow. 

✪ tip
Tidy up your debts – and it’s not necessarily 
how much you owe that matters but how 
much you can potentially borrow. Some-
thing simple such as reducing credit limits 
or getting rid of credit cards altogether will 
increase the amount you can borrow. 

4. choose a loan
Investment loans these days tend to be much 
the same as traditional home loans, offering 
the same rate and features, says State Custo-
dians’ Armstrong. “If you are being offered a 
higher interest rate or additional fees simply 
because the loan purpose is investment, then 
it’s definitely time to shop around,” she says.

When comparing loans, the No. 1 factor to 
consider is, of course, the cost. This includes 
the interest rate as well as any fees, includ-
ing upfront fees and ongoing fees. 

You should also make sure the loan has 
the features you want, including whether 
you can pay fortnightly, if you can make 

To demonstrate how you can invest in 
property for just $50 a week we used 

the example of a blue-chip apartment in 
Kelvin Grove in Brisbane, a property we 
recently sold to our clients. This particular 
apartment was priced at $385,000, and 
achieves a gross rental yield of 5.74%. This 
is based on rental income of $425 a week 
or $22,100 a year. 

After crunching our numbers, the 
total upfront purchase costs are around 
$58,368. There are also a number of 
expenses associated with holding the 
investment property, the interest on the 
loan accounting for a significant chunk of 
this (see table). These come to $32,289 for 
the year which, after taking into account 
the rental income, leaves you out of pocket 
about $196 a week. 

The good news is, for someone earning 
$80,000 the tax benefits bring this down 
to just $49 a week after tax.

Let me explain how. For providing prop-
erty to the rental market, the Australian 
Taxation Office gives property investors a 
tax deduction.

Real estate is a fantastic wealth-creation 
vehicle because it consists of two vital 
assets: the land and the building. While the 
land goes up in value, the building goes 
down, which is a perk as the building depre-
ciates and the losses are deductible. So 
you have to learn that what you might have 
thought was bad (building depreciation) is 
actually good (lower taxes).

Good debt is a loan on an investment 
property. The debt allows you to buy an 
asset that creates income (rent), gives you 
tax deductions and increases in value more 
than its costs.

Deductions include depreciation – mean-
ing being able to claim the loss in value of 

chattels, fixtures and fittings (not including 
the land or the building) – property man-
agement fees, body corporate, letting fees, 
landlord insurance rates, repairs, mainte-
nance, council rates, interest paid etc.

For example, for this property in Kelvin 
Grove clients can claim $14,000 after year 
one just for depreciation – and their total 
deductions equal approximately $46,289. 

For $50 a week – depending on the cash 
flow and depreciation claimables – there 
are numerous options you can afford for 
this price.

I have given an example of one property 
that fits this scenario. However, some prop-
erties are neutral cash flow or positive cash 
flow, paying you – so you have a plethora of 
options if you have a spare $50.

I suggest looking for a property that 
shows it will fare well from what is known 
as cash-on-cash return. 

When buying real estate, you need to 
find a deposit, which usually isn’t provided 
by a bank or lender and generally has to 
come from your own savings. 

Let’s assume you have a saving of 
$50,000 or you have this in equity. This 
deposit is now part of a formula. The 
formula that’s used to measure the likely 
performance of your deposit is known as a 
cash-on-cash return. Seasoned investors 
measure cash-on-cash returns in 12-month 
increments.

Explained simply, if you were to put 
$50,000 into a property and achieve 
growth over 12 months to gain a further 
$50,000, this is considered to be 100% 
cash-on-cash return. In this market a 50% 
or 24-month cash-on-cash return at $50 a 
week is our goal.

• Sam Saggers is CEO of property  
investment company Positive Real Estate 

real estate is a fantastic wealth-creation 
vehicle because as the land value goes up, 
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$50 A WEEK OUTFLOW

PURCHASE PRICE off the plan
Loan: value ratio 
5% PURCHASE COSTS
DEPOSIT (10%)
RENT (5.74%) 

$385,000
90%

$19,250
$38,500

$400-$430pw

ONE-BEDROOM APARTMENT IN BRISBANE, QLD

CASH FLOW

 

$22,100
$425pw

$346,500
6.25%

$21,656
$3000
$1100

council valuation = purch price

$300
$0

apartment

$2127
7.7% + 1wk's rent letting fee

$400
$3706

$32,289

$14,000
$46,289

31.5%

$22,100
$7620

income $80,000

$29,720

-$2570

-$49

RENTAL INCOME

Estimated annual rental

INTEREST DETAILS
Loan
Interest rate

EXPENSES
Interest 
Body corporate
Council rates

Insurance
Land tax

Agent letting fees

Water
Interest on equity funds 
used to buy
TOTAL CASH OUTFLOW

TAX BENEFITS
Depreciation of fixtures
Total expenses for tax purposes 
Marginal tax rate
CASH INFLOW
Rent received
Tax refund

TOTAL CASH INFLOW

AFTER TAX CASH FLOW (PA)

WEEKLY

Sam Saggers explains how to make  
the tax factor work for you 

cont. p39 
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I picked an inner suburb of Adelaide 
where the median price is $460,000. 

For this amount of money you could buy 
a brand new property or fully renovated 
cottage on a small block, a 1960s house 
in average condition on a median-sized 
block, or a character/period home in need 
of some minor renovation on a median-
sized block. I picked the latter.

You would be able to earn $400 a week 
and possibly a little more, depending on the 
condition of the property, number of under-
cover car parks and fixtures and fittings 
within the property.

There are many expenses when it  
comes to property – I will highlight just 
some of them.

Interest: I have assumed a 90% LVR and 
an interest rate of 6.25%. There are “hon-
eymoon rates” lower than this but to keep 
things simple I have assumed a slightly 
higher interest rate but no establishment, 
application or valuation fees.

This scenario would require a $46,000 
deposit plus 5% of purchase costs to cover 
other fees such as stamp duty and govern-
ment charges. This would mean that an 
investor would require a total of $69,000 
to purchase this property. If you don’t have 
a lazy $70,000 in your bank account, you 
could access the equity in your own home 
or another investment property.

Property management fees: Not many 
people realise how high property manage-
ment fees can be. A property management 
agreement will include an upfront percent-
age of the gross rent, which landlords 
remember, but they forget the other fees.

These other fees can include two weeks’ 
worth of rent for finding a new tenant, one 
week’s rent for renewing a lease, monthly 
accounting-keeping fees, fees for conduct-
ing inspections, etc. When I do my feasibil-
ity studies for a rental property, I factor in a 
total property management fee of between 
12% and 15%. In the scenario shown here I 
have used 12%.

Land tax: This will vary depending on the 
value of the land, the state your property is 
located in and the number of other invest-
ment properties you own. I have assumed 
that this is your only investment property 

and this $460,000 property has a land 
value of $400,000. In South Australia, this 
would attract land tax of $420.

Capital allowance and depreciation tax 
benefits can be huge for property inves-
tors, especially if they own new property or 
property that has recently been renovated 
or refurbished. Capital allowance is basical-
ly depreciation on the building and fixtures 
includes such items as carpet, hot water 
systems, air-conditioning, etc.

In this scenario the tax benefits aren’t 
great as I have assumed the property is a 
period-style home built 90 years ago and 
has only had minor upgrades, including a 
pergola and garage built a few years ago 
and new carpet that was installed recently. 
Many investors in new properties can claim 
depreciation amounts in excess of $10,000 
a year if they buy new or near-new property.

The marginal tax rate is important as 
this will help determine the size of your tax 
refund. You will receive a tax refund for your 
investment property if your expenses are 
greater than your income.

In this case, total expenses are $35,301 
and total rental income is $20,800 (exclud-
ing vacancy). This results in a taxable loss 
of $14,501. I have assumed the person 
buying this property earns $60,000, which 
means their marginal tax rate is 31.5%. 
This would result in a tax refund of $4568 
(31.5% of $14,501).

This money can either be received as one 
lump sum after you lodge your tax return, 
or you can ask that less tax be taken out of 
your salary on a regular basis. I recommend 
you seriously consider the latter option 
as this extra regular cash flow is of great 
assistance to negatively geared property 
investors if the tax savings go straight into 
your mortgage.

In summary, it will cost this investor 
almost $8000 a year to own this property. 
Nobody likes to make a loss but, if your 
property is growing in value by more than 
this amount, in the long run you will be 
a winner!

• Peter Koulizos (www.theproperty 
professor.com.au) is one of Australia’s 
best-known property academics. He is 
the author of Top Australian Suburbs. 

$150 A WEEK OUTFLOW

PURCHASE PRICE
Loan: value ratio 
5% PURCHASE COSTS
DEPOSIT (10%) + STAMP DUTY 
+ COSTS = $46,000 + $23,000 
RENT (4.5%)

$460,000
90%

$23,000

$69,000
$400pw

THREE-BEDROOM HOUSE IN TORRENSVILLE, SA

CASH FLOW

 

$20,800

$414,000
6.25%

$25,875
$200

$60
$100
$900

council valuation = purch price

$100
$100
$500
$420

Land value = $400,000

$2496
7.7% + 2wk's rent letting fee

 +other = 12% of gross rent

$500
$500
$100
$800
2wks

$400
$250

$33,301

$1000
$1000

$35,301
31.5%

$20,800
$4568

income $60,000

$25,368

-$7933

-$153

RENTAL INCOME
Estimated annual rental
INTEREST DETAILS
Loan
Interest rate
EXPENSES
Interest
Advertising
Bank fees
Cleaning
Council rates

Emergency services levy
Gardening
Insurance
Land tax

Agent letting fees

Pest control
Repairs & maintenance
Stationery, phone, postage
Vacancy

Water
Miscellaneous
TOTAL CASH OUTFLOW

TAX BENEFITS
Capital allowance
Depreciation of fixtures
Total expenses for tax purposes 
Marginal tax rate
CASH INFLOW
Rent received
Tax refund

TOTAL CASH INFLOW

AFTER TAX CASH FLOW (PA)

WEEKLY

extra repayments, whether there is a redraw 
facility and whether the loan is portable. 
Another feature you may want to look for 
in an investment loan is an offset account, 
says Armstrong. 

One important decision you’ll need to make 
is whether to pay principal and interest or 
take out an interest-only option. 

“Depending on the investor’s personal 
financial circumstances, I’d recommend an 
interest-only loan on the investment prop-
erty, and whatever principal they were to 
pay on their investment loan, they can use 
this to pay off their own home loan or other 
‘bad’ debt,” says Koulizos. 

“Bad debt is defined as debt where inter-
est is not tax-deductible and/or it was used 
to pay for depreciating assets or holidays. 
If there is no bad debt, consider using this 
money to fund another investment.” 

✪ tip
Consider taking a fixed rate, suggests 
Koulizos. “Interest rates are at historical 
lows now and they may not be at this level 
again for many years to come,” he says. 
You may be able to pay up to three years’ 
worth of interest in advance to be able to 
claim a deduction. 

5. understand the tax benefits 
There are a number of expenses associated 
with owning an investment property, but the 

compensation is that you’ll be able to claim 
a tax deduction for them, which is one of 
the reasons why investment property can 
be an affordable option.

Most investment properties in Australia 
are negatively geared, which means the cost 
of paying for the property is higher than the 
rental income. In that case you can claim 
some of the costs of the property against 
your other income such as salary and wages.

The types of property-related expenses 
you can claim include borrowing costs, 
bookkeeping costs, council rates, insurance, 
land tax, advertising for tenants, mortgage 
interest, garden and lawn mowing, pest con-
trol, property management fees, repairs and 
maintenance and strata levies.

“Another tax benefit of owning invest-
ment property is the travel expenses that 
you can claim,” says Koulizos. “The ATO is 
quite generous in this area, but you need to 
ensure that the travel costs incurred were 
directly related to the investment property 
that you own.”

If you have to pay lenders mortgage insur-
ance because you needed to borrow more 
than 80% of the price of the property, the 
good news is you can claim it. Borrowing 
costs, including a large mortgage insurance 
premium, can be deducted over five years, 
says Slack-Smith.

One of the biggest tax benefits of owning 
investment property is being able to claim 
depreciation. “Depreciation is known as a 
“non-cash deduction” because it’s the only 
deduction that you don’t have pay for on an 
ongoing basis – the deductions are in-built 
within the purchase price of your property,” 
explains Tyron Hyde, director of quantity 
surveyor company Washington Brown.

Getting a quantity surveyor to give you a 
depreciation schedule is probably the best 
money you will spend, except for spending 
on a renovation, says Slack-Smith. 

“For as little as $500 – and this is tax deduct-
ible – you can get a report that you can use 
for many years to come,” she says. “And all 
quality providers will give you your money 
back if you can’t at least claim the cost of 
the report.”

There are two types of depreciation allow-
ances available – depreciation on plant and 
equipment, and depreciation on buildings 
(known as a building allowance), says Hyde. 
“Plant and equipment refers to items within 
the building like ovens, dishwashers, carpet 
and blinds,” he explains.

“Building allowance refers to construction 
costs of the building itself, such as concrete 
and brickwork. Both these costs can be offset 
against your assessable income.

“A depreciation schedule or depreciation 
report is a document prepared by a certified 
quantity surveyor which provides a detailed 
description of your property and outlines 
the claimable deductions you’re entitled to.” 

Negative gearing generally works best 
for high-income earners, says Joe Sirianni, 
executive director of Smartline Personal 
Mortgage Advisers. “An investor on the 
highest marginal tax rate effectively gets 45¢ 
back for every $1 they spend on a negatively 
geared property. An investor on the lowest 
marginal tax rate gets 19¢ back for every $1.”

Of course, you can also look for a posi-
tive cash flow or positively geared proper-
ty – where the rental income is more than 
the expenses. These properties tend to be 
harder to come by and are often in regional 
areas, which some argue could mean you 

$150 a WeeK Money coMes alive

HeAr tyron Hyde 
debunk three myths 
about depreciation on 
investment properties
Download the free 
viewa app, select 
the Money channel 
and hold your phone 
or tablet over this 
page to listen to 
what Hyde from 
Washington Brown 
has to say about 
three common 
misconceptions 
about depreciation.

Peter Koulizos finds a likely buy in Adelaide 
and itemises what he can claim

from p36 
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F inding investment property 
parameters that would actually 

cost $250pw after tax was actually very 
difficult. Looking at major regional centres 
and capital cities, median property prices 
and rental yields repeatedly had the out-of-
pocket expenses closer to $120pw.

This is good news for would-be investors 
so, instead of cheating and choosing two 
properties or a property whose value is a lot 
higher than the Australian median value of 
$430,000 as indicated in the latest Residex 
data, I decided to actually apply the factors 
and assumptions in my book Your Property 
Success with Renovation: 2 properties, 1 
renovation, $1 million in the bank.

Those parameters took a typical family, 
with a couple of kids, a car loan and a credit 
card debt and a typical home and home 
loan. The Australian Bureau of Statistics 
tells me the average family has a home 
value more than double the price they 
bought their home for, which means they 
have equity in their home to use to pay for 
the 10% deposit and associated costs of 
buying their investment property.

To be fair, I have included the total costs 
of the purchase and hence the interest on 
the loan against the home as well as the 
cost of the investment loan.

Every week you need to be putting your 
hand in your pocket to pay for the differ-
ence between the interest and costs you 
have to pay and the rent, tax and deprecia-
tion benefits you get. This means the prop-
erty is negatively geared. As rent increases, 
gradually, the property over years will start 
paying for itself. However, you can minimise 
the out-of-pocket expenses so you need to 
be aware of what costs you can claim. 

The largest cost of the property is the 
interest, but there are other expenses 
associated with renting the property that 
you need to monitor and record so you can 
claim. These costs range from 20% to 30% 
of your rent. In this case rental expenses are 
approximately 24% of costs. It is important 
to keep receipts for letting fees, insurance, 
maintenance etc so costs can be claimed. 

Another cost many forget to claim is your 
borrowing costs. These can be deducted 

over five years and if you are paying mort-
gage insurance out of your own savings this 
should also be included.

One question many ask is how can you 
afford the expenses every week if you have 
to wait till the end of the year for the tax 
return. The ATO has a facility called a tax 
variation where you, or your accountant, 
make an estimate of your rental income 
and your expenses and then estimate your 
tax return. The ATO will send a notification 
to your employer requesting essentially that 
you get access to your tax return applied 
each pay period. That way you get the tax 
return benefit upfront, allowing you to pay 
for those out-of-pocket costs each week. 

You do need to be careful not to over-
state your costs as, if you do get your tax 
estimate wrong, then you may not be able 
to apply for a tax variation in the following 
year. I suggest you just state the big ticket 
items – interest, rental management fees 
and insurance. However, your accountant 
can work through this with you.

Remember that if interest rates decrease 
then you may overestimate your return. You 
can amend your tax variation at any time if 
you suspect there may be changes.

You can see that if you can spare 
$13,000 a year for a property worth 
$475,000 in an area like Butler in WA, 
which Residex has on their top 10 WA pre-
dictions list – with capital growth of 10%-
plus in the next five to eight years – then 
your property will be worth double the ini-
tial cost in just seven years. That is, you will 
have made $475,000 for a cost of just 7 x 
$13,000 = $91,000, after tax benefits. 

The great thing about property invest-
ment is that if you know how to find the 
right property at the right price you too 
can create wealth. And if you follow what 
I call my Trident Strategy – buying below 
the market, renovating to add equity and 
improve rental yield and in a high capital 
growth area – then you are making money 
in three ways, and you can reduce your 
out-of-pocket cost by being able to increase 
the rent based on any improvements or 
renovations.

• Jane Slack Smith is director of award-

won’t see as much capital growth. (See Pam 
Walkley’s column, page 58, for a positively 
geared investment strategy.)

Sirianni suggests that if you do opt for a 
negative gearing approach, you should take 
a short to medium time frame view of five 
to seven years.

“You need to view your investing in the 
same way you would a business,” he says. 
“While it might be manageable to run at a 
loss for a short period of time as you establish 
and grow the business, it’s not sustainable 
long-term. At some stage your business – and 
your property investing – needs to be put-
ting money back into your pocket.

“Many people justify having their property 
negatively geared because they believe the 
capital growth will make up for the losses 
in the long run. While capital growth might 
have saved a lot of investors with negatively 
geared properties in recent years, I’d be cau-
tious about relying on capital growth in the 
coming years.”

✪ tip
Keep good records from the start. “You’ll 
want proof of your expenses from the 
beginning so you can claim everything 
you’re entitled to,” says the ATO website. 
“You’ll also need records of the date and 
costs of buying the property when you go 
to work out any capital gain (or capital loss) 
when you dispose of it.”

6. Find a great property
Location, location, location. That old maxim 
still applies when choosing an investment 
property. As a general rule, look for areas 
that are close to public transport, schools 
and shops. Ideally you want it to be within 
commutable distance to areas where lots of 
people might work or study.

It’s worth looking for areas that are being 
upgraded. For example, there might be plans 
for improved roads or a new train station, 
or maybe there is a new shopping centre 
planned for the district. 

Choose an investment property that suits 
your goals, suggests Koulizos. “If you’re 
interested in long-term capital growth, stay 
close to the CBD, facilities or the sea.

“If you are looking to make a quick profit 
by renovating, target period-style homes 
in areas where people are willing to pay a 
premium for upgraded period-style homes. 
If you’re interested in development, ensure 
that the property you buy is in a zone that 
allows for development.”

When choosing the type of property, think 

about who the tenants are likely to be. For 
example, young families would probably 
prefer a house with a backyard. But if you’re 
looking in an area that has young profession-
als or students, a unit may be a better option. 

RP Data’s Kusher advocates being more 
focused on achieving good rental returns 
rather than the strong capital gains we’ve 
been accustomed to.

“This will generally mean older-style prop-
erties in good locations,” he says.

In capital-city markets, older units in the 
inner-city ring are a good option. Alterna-
tively, houses or units on the outskirts of cities 
provide a good rental return, adds Kusher. 
Don’t forget to take a look at the top rental 
suburbs on page 42. 

✪ tip
Find out how many rental properties are in 
the area. If there are too many you’ll have 
a lot of competition, therefore potentially 
limiting what you can earn. Vacancy rates in 
the area can be another good indicator.

7. Minimise the risks
Owning an investment property is not with-
out its risks. A big one, of course, is that the 
value of your property will fall. “You can’t 
do much about the value of your property  

✪ tip
Put aside a buffer to manage any shortfall 
on your investment property, says Saggers. 
This will mean you can still meet repay-
ments if you lose your job or are without 
tenants. “Most clients create a buffer that 
would last them for at least two years,” 
says Saggers.  

falling as there are large market forces at 
play,” says Koulizos. “Just try and ensure 
you don’t go into negative equity. This is 
where your loan is higher than the value of 
the property. One way to do this is by pay-
ing extra off the loan.”

Another potential pitfall is ending up with 
a tenant from hell, says Koulizos. One way 
to minimise the chances of that happening 
is to use a professional agent to manage the 
property and vet any prospective tenants. 
They have access to a database that lists 
tenants with a bad history. 

You should also have adequate insurance 
in place. Take out landlord insurance to cover 
things like damage to the property, loss of 
rent if a tenant defaults on payments and 
public liability.

Having no tenants at all can be just as bad 
as having awful tenants. You may be better 
off reducing the rent than being stuck with-
out a tenant for too long.  
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$250 A WEEK OUTFLOW

PURCHASE PRICE
Loan: value ratio 
3.9% PURCHASE COSTS
DEPOSIT + STAMP DUTY + 
LOAN COSTS (LMI etc) = 
$47,500 + $18,578 + $9020
RENT (4.5%)

$475,000
90%

$18,578

$75,089
$411pw

FOUR-BEDROOM HOUSE IN BUTLER, WA

CASH FLOW

$21,372

$75,098
7.65%

$427,500
7.50%

$37,807
$200

$1500
council valuation = purch price

$1000
$90

Land value = $400,000

$1586
5.5% + 1wk's rent letting fee

$0
$800
$427

2%

$43,410

$0
house older than 1987

$2190
$1804

$3,994
$47,404

31.5%
$4601

income $59,634

$4322
income $74,484

$8923

$21,372
$8923

$30,295
-$13,115

-$252

 

RENTAL INCOME
Estimated annual rental
INTEREST DETAILS
Loan for deposit & costs
Interest rate (LOC)
Loan
Interest rate
EXPENSES
Interest
Advertising
Council rates

Insurance
Land tax

Agent letting fees

Pest control
Repairs & maintenance
Vacancy

TOTAL CASH OUTFLOW
TAX BENEFITS
Capital allowance

Depreciation of fixtures
Loan costs (LMI)
Subtotal
Total expenses for tax purposes 
Marginal tax rate
Wife tax benefit

Husband tax benefit

TOTAL TAX BENEFIT
CASH INFLOW
Rent received
Tax refund
TOTAL CASH INFLOW
AFTER TAX CASH FLOW (PA)
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HOUSES

SUBURB STATE MEDIAN
PRICE

INDICATIVE 
GROSS YLD

Kambalda West

Blackwater

Queenstown

Zeehan

Collinsville

Boggabri

Dimboola

Wandoan

Campbell Town

Broken Hill

Nhill

Wellington

Cummins

Merredin

Condobolin

Clermont

Townview

Soldiers Hill

Parkside

Wentworth

Sunset

Risdon Vale

Peterborough

Pioneer

Bridgewater

Chiltern

Boulder

Mayfield

Healy

Portland

North Booval

Depot Hill

Mount Morgan

Roma

Cobar

Scottville

Chigwell

Tarro

Werris Creek

Windale

Port Augusta

Capella

Gailes

Junee

Clarendon Vale

New Norfolk

Port Pirie West

Charleville

George Town

Railton

WA regl

QLD regl

TAS regl

TAS regl

QLD regl

NSW regl

VIC regl

QLD regl

TAS regl

NSW regl

VIC regl

NSW regl

SA regl

WA regl

NSW regl

QLD regl

QLD regl

QLD regl

QLD regl

NSW regl

QLD regl

TAS city

SA regl

QLD regl

TAS city

VIC regl

WA regl

TAS regl

QLD regl

NSW regl

QLD city

QLD regl

QLD regl

QLD regl

NSW regl

QLD regl

TAS city

NSW regl

NSW regl

NSW regl

SA regl

QLD regl

QLD city

NSW regl

TAS city

TAS regl

SA regl

QLD regl

TAS regl

TAS regl

$300

$850

$140

$150

$400

$340

$160

$600

$260

$190

$168

$180

$200

$310

$200

$475

$530

$545

$520

$220

$530

$270

$140

$500

$250

$225

$365

$210

$600

$225

$275

$250

$175

$450

$265

$350

$280

$350

$180

$320

$240

$450

$280

$230

$215

$250

$180

$220

$200

$220

$131,500

$382,250

$68,000

$74,000

$200,000

$178,000

$84,500

$330,000

$145,000

$110,000

$98,000

$107,000

$120,000

$190,000

$125,000

$300,000

$335,000

$345,000

$330,000

$140,000

$338,000

$172,500

$89,500

$320,000

$160,500

$145,000

$236,500

$140,000

$405,000

$152,500

$187,000

$170,000

$120,000

$310,000

$183,500

$242,500

$195,000

$245,000

$126,250

$225,000

$170,500

$320,000

$200,000

$165,000

$155,000

$180,500

$130,000

$159,000

$145,000

$160,000

11.9%

11.6%

10.7%

10.5%

10.4%

9.9%

9.8%

9.5%

9.3%

9.0%

8.9%

8.7%

8.7%

8.5%

8.3%

8.2%

8.2%

8.2%

8.2%

8.2%

8.2%

8.1%

8.1%

8.1%

8.1%

8.1%

8.0%

7.8%

7.7%

7.7%

7.6%

7.6%

7.6%

7.5%

7.5%

7.5%

7.5%

7.4%

7.4%

7.4%

7.3%

7.3%

7.3%

7.2%

7.2%

7.2%

7.2%

7.2%

7.2%

7.2%

MEDIAN
RENT (PW)

UNITS

SUBURB STATE MEDIAN
PRICE

INDICATIVE 
GROSS YLD

Chinchilla

Berkeley Vale

Corio

Garbutt

Whyalla Stuart

Goodna

Bungalow

Emerald

Woree

Piccadilly

Harristown

Airlie Beach

Wyong

Elizabeth Downs

Hyde Park

Andergrove

Berri

Port Augusta

Picton

Boulder

Beresford

West Gladstone

Elizabeth Grove

Elizabeth South

Kooringal

Waratah

Whyalla Norrie

Jindabyne

Orelia

Whyalla

Railway Estate

Kalgoorlie

Waterford West

Parramatta Park

Rutherford

Brisbane City

Elizabeth North

Elizabeth East

Elizabeth Vale

Davoren Park

Bradbury

Singleton Hts

Port Douglas

Mackay

Woodridge

Mount Hutton

Edge Hill

West Mackay

Mount Druitt

Mooroobool

QLD regl

NSW regl

VIC regl

QLD regl

SA regl

QLD city

QLD regl

QLD regl

QLD regl

WA regl

QLD regl

QLD regl

NSW regl

SA regl

QLD regl

QLD regl

SA regl

SA regl

NSW city

WA regl

WA regl

QLD regl

SA city

SA city

NSW regl

NSW regl

SA regl

NSW regl

WA regl

SA regl

QLD regl

WA regl

QLD regl

QLD regl

NSW regl

QLD city

SA city

SA city

SA city

SA city

NSW city

NSW regl

QLD regl

QLD regl

QLD regl

NSW regl

QLD regl

QLD regl

NSW city

QLD regl

$465

$330

$250

$295

$190

$275

$200

$480

$195

$350

$245

$380

$300

$200

$280

$440

$165

$160

$285

$290

$210

$450

$200

$200

$225

$311

$195

$300

$240

$220

$290

$350

$263

$263

$310

$620

$210

$205

$190

$195

$300

$295

$280

$393

$250

$420

$203

$378

$310

$250

$265,000

$195,000

$155,000

$185,000

$120,000

$175,500

$130,000

$312,500

$127,250

$228,500

$160,000

$250,000

$200,000

$135,000

$190,000

$298,750

$112,500

$110,000

$196,500

$200,000

$145,250

$315,000

$140,000

$140,000

$158,500

$220,000

$138,000

$212,500

$170,000

$156,500

$206,500

$250,000

$189,000

$189,000

$224,500

$450,000

$152,500

$149,500

$138,750

$142,900

$220,000

$216,500

$205,500

$290,000

$185,000

$311,000

$150,000

$280,000

$230,000

$186,500

9.1%

8.8%

8.4%

8.3%

8.2%

8.1%

8.0%

8.0%

8.0%

8.0%

8.0%

7.9%

7.8%

7.7%

7.7%

7.7%

7.6%

7.6%

7.5%

7.5%

7.5%

7.4%

7.4%

7.4%

7.4%

7.4%

7.3%

7.3%

7.3%

7.3%

7.3%

7.3%

7.2%

7.2%

7.2%

7.2%

7.2%

7.1%

7.1%

7.1%

7.1%

7.1%

7.1%

7.0%

7.0%

7.0%

7.0%

7.0%

7.0%

7.0%

MEDIAN
RENT (PW)

best yielding Hot spots


