


Sky is not falling 
despite gloomy 
prediction
Majella Corrigan 
April 26, 2008 The Australian

THERE is an increasing number of commentators 
talking about Australian residential property being 
overvalued.

Of course, the high cost of entering the property 
market  is no news to most of us, but the International 
Monetary Fund made it even clearer earlier this 
month. 

As the IMF’s Global Financial Stability Report sees 
it, a quarter of the price increase in Australian 
housing over the past 10 years can not be explained 
by fundamental economic indicators. The IMF report 
does not say house prices will fall, but it does put 
Australia among the developed countries that are 
more vulnerable to trends such as tighter credit 
conditions. 

Rising house prices and a sophisticated mortgage 
market also led consumers to use their homes as 
security for other purposes, upping the risks in a 
downturn. 

More recently, Alan Moran from the Institute of 
Public Affairs said the inflation from monetary 
expansion and booming economy had been hidden 
in housing. 

Excess liquidity, combined with a restraint on land 
availability, has seen the price of existing houses 
surge. 

In the past six years, house prices in Britain increased 
60 per cent, while in Australia and US, house prices 
rose 50 per cent. 

Based on the underlying worth of land -- which Moran 
says is abundant in Australia -- the average Australian 
house is overvalued by at least $100,000. 

The obvious implication is that if an asset is 
overvalued, it will fall. 

Some are predicting a heavy fall; others tip a more 
measured slide. 

Commentator Michael Matusik is one who thinks 
those who expect the worst will be wrong. The 
chronic imbalance between supply and demand will 
underpin the market, he says. 

Although the Reserve Bank of Australia has 
increased rates, slowing the market, those making 
comparisons with the US are ill-informed, Matusik 
says. 

In the US, there is 16 months’ supply of new homes. 
In Australia, the new housing market is undersupplied 
by 32 per cent across the country and probably more 
in the three major states. 

Matusik puts the lack of new housing down to lengthy 
approval processes, rising costs and restrictive land 
supply, and says these root causes are unlikely to 
improve any time soon. 

“In fact our reading of the tea leaves is that they 
are likely to get worse,” Matusik says, with the 
undersupply possibly reaching 40 per cent by the 
end of the year. 

Assuming interest rates remain on hold, demand 
for resources remains high, unemployment stays 
low and immigration continues strongly, he believes 
prices will rise by 5-8 per cent this year. 

And if rates peak some time this year and drop in 
2009, we could see double-digit housing price rises 
in 2010. 

Matusik estimates that house prices could be 25 
per cent higher by the end of 2010 and weekly rents 
could be 35 per cent higher.

POSITION, POSITION!!!
INTRODUCING MAYFIELD, WYOMING, CENTRAL COAST
Is a term thrown around lossley these days, but when it comes to Prowealth’s latest release, 
its spot on.  Whether investing or residing, the Mayfield Townhomes to be located at Kinnara 
Ave Wyoming provides the very best of the Central Coast in terms of location, facilities and 
value.  Situated directly opposite the Wyoming Shopping Centre featuring shops like Coles 
and Gloria Jean’s Coffee, and adjacent to the Wyoming Medical Centre, this development has 
been designed to appeal to a wide tenant base, from students, singles and families to retirees, 
ensuring continued rental income and future capital gain. The advantage of unit and townhouse 
developments are numerous, but the major ones are – generally more affordable to purchase 
versus a new house in the same area, higher rental return as a percentage to price, less hands 
on maintenance, the ‘trendy’ appeal with the younger generations – a growing tenant base that 
cant afford to buy, and of course meeting the trend of a smaller family size. 

The Mayfield Townhomes will feature luxury finishes, including stone bench-tops, air 
conditioning, gourmet kitchens including stainless steel oven, range hood, gas or electric cook 
top and dishwasher in an ultra modern double storey townhome design showcasing open tread 
staircases, colourbond steel roofs and modern exterior finish.  The development itself consists of 
12 townhomes. Each townhome comprises of 3 generously sized bedrooms, oversized master 
suite, all with ensuite and double garage including remote access.   The properties are available 
now off the plan, and you can exchange on as low as $1,000 with a 12 month anticipated build 
time.  You need to quick, as the last development by this builder in nearby North Gosford called 
‘Waterbrook’ (2) is now 100% owner occupied, showing the quality and design is second to 
none and are sure to sell quickly. These top quality townhomes are priced from only $357,000, 
making them an ideal investment or first home.

Under the guise of a business trip, Dan, Mat 
and Scott recently returned from a 3 week 
‘fact finding’ mission to the United States.  

The trip was planned to coincide with a seminar 
being presented by Donald Trump in Toronto 
and to find out what was really happening in the 
US money and property markets…at least, that’s 
what we were told.  It just so happens that that 
to get to Toronto, you have to do a few things on 
the way like – 

· Spend hours playing craps, attending shows 
and buying cheap designer brand clothes in Las 
Vegas!

· Visit Madame Tusauds wax museum at the 
Venetian Casino Las Vegas

· Attend the exclusive JET nightclub in the 
Mirage Casino, Las Vegas for Fergie’s (Black 
Eyed peas) private birthday party

· Enter a US$10,000 buy-in poker tournament at 
Foxwoods Casino Connecticuit.

· Visit New York icons like Times Square, Empire 
State Building, Wall Street and Ground Zero

· Watch an Ice Hockey game between the New 
York Rangers and Pittsburg Penguins (which 
was awesome by the way).

· Watch the New York Knicks take on the Orlando 
Magic at Madison Square Garden.

· Take a look from the world’s tallest tower, the 
CN Tower in downtown Toronto.

· Go to Universal Studios in Hollywood, visit the 
stars’ homes in Beverly Hills and go shopping 
on Rodeo Drive.

Anyway, after all that was done the boys finally 
made it to -7 Co Toronto for the Learning Annex 
Wealth Expo with Donald Trump listed as the 
keynote speaker.  After some informative day 
sessions, it finally hit 6pm when Mr Trump was 
due to hit the stage, but to everyone’s surprise, 
they had pre-recorded it and simply played a 
tape!  The whole crowd was very annoyed to put 
it mildly, not to mention the boys that traveled 
all the way there specifically for Donald.  The 
organizers did however call Donald Trump on his 
mobile and the crowd was able to ask questions 
and have them answered live, but it was not the 
same.  His reason for not attending – he had to 
go to Florida to meet with Oprah Winfrey who 
was hosting a party at his property down there!  
Guess life is tough at the top!

One of the notable things of the trip was that 
housing developments over there seem to be 
taking the cookie cutter approach, ie, smaller 
blocks, higher density (units, townhouses) and a 
focus on either estate or condo (unit) development 
(depending on what city you’re in).  The houses 
and townhouses in these developments 
tended to look very similar reflecting the mass 
production approach of developers in the US.  
An interesting development in its own right is 
the $7 billion (yes billion) development in Las 
Vegas called City Centre.  It’s being built on 76 
acres right on the Strip and will feature hotels, 
apartments and shopping areas – unfortunately, 
we are not selling them!

Overall Daniel, Mat and Scott collected a variety 
of ideas and techniques, some of which you 
will see rolled out through Prowealth over the 
coming months.  When you’re next in the office 
– ask to see the photos!

Prowealth Money  
SMSF Loan
Your Superannuation can now borrow 
money and buy property.

Superannuation funds can now borrow 
money to purchase real estate. An investor 
can have just as much choice and control 
over investment properties inside as outside 
a superannuation fund. 

Until recently, this has not been possible 
because of restrictions on superannuation 
funds borrowing and charging their assets. 
The Superannuation Industry Supervision 
Act (SIS ACT) was amended in September 
2007 to allow super funds to borrow and 
charge their assets so long as a special 
structure is used. 

Borrowing with your SMSF allows you to 
gear your real estate investments in order 
to diversify risk, increase the yield on the 
investment, and avoid having to purchase 
real estate outright. 

Plus when your over 60, there is ZERO 
capital gains tax on the profits you make.

So, if you would like to find out more and 
take control of your Superannuation, why 
not talk to Prowealth about buying property 
with a Self Managed Super Fund

Contact Prowealth today to find out more.

UPCOMING SEMINARS 
Don’t miss our August seminars with  
Chan & Naylor accountants

Pat Mesiti Boot Camp (SYD) 
Trade Show Exhibition 
August 8th - 10th

Pat Mesiti Boot Camp (Bris) 
Trade Show Exhibition:  
August 15th - 17th

SeminarS with Chan & Naylor 
 
SYDNEY 
Killara Inn, Sydney  
Saturday 23rd August 10am - 3pm

Rydges Parramatta, Sydney 
Sunday 24th August, 10am - 3pm

BRISBANE 
Venue to be advised 
Saturday 3oth August, 10am - 3pm

NEWCASTLE 
Wests Leagues, New Lambton, Newcastle 
Sunday 7th September, 10am - 3pm

MONEY

Rent Reviews By Daniel Goodwin

You have probably all heard reports of rents rising in the general marketplace.  My question is, has your 
property manager raised the rent on your property?  From speaking to our clients, many have raised rent 
by 5-15% in the last 12 months.  If you have not raised your rent in the last 12 months, you’re falling behind, 
and it will become more and more difficult to increase the rent to the market level the longer you leave 
it.  Many people are afraid of raising the rent as they risk losing their long term tenant.  This of course is 
a concern, but do your research first - look at sites like realestate.com.au and see what similar properties 
are renting for and what is available.  In many cases there is such little supply of rental properties that 
tenants are unlikely to go through the expense of moving to a new property as there simply wont be 
one available or they will be paying market rates anyway. So why should you miss out on the increased 
rent?  Its not about being a ‘greedy landlord’ as shows like Today Tonight would call it, its about passing 
on the reasonable costs of running your investment property.  We’ve had half a dozen interest rate rises, 
rising council and water rates, perhaps some maintenance costs etc, so if you’re not passing these on, 
you are costing yourself money.  Some clients have told me that their property manager has advised that 
they should not increase the rent - you need to be insistent.  If you have researched your rental market 
by checking websites, or even asking us, instruct your property managers to increase the rent by the 
appropriate amount at the next possible opportunity.  Remember, your property managers work for you, 
not your tenant, and if they wont follow your instructions you should consider changing agents. 
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