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— CHAPTER ONE —

How much 
you could save

Property market insider 

G’day, I’m Pete Wargent.

I’m a property market insider.

I’ve worked in the indaustry for the past decade 
as a buyer’s agent.

And before that I cut my teeth as a private 
investor in property.

Have you ever wondered what buyer’s agents 
know about how real estate works that the public 
does not?

I’ve got good news for you!

This book will run you through the steps you 
need to understand so that you can be your own 
buyer’s agent.

That could potentially save you thousands of 
dollars in the process.

The truth is, it’s tough being a homebuyer or an 
individual investor.

After all, you might only go through the purchase 
process a handful of times in your entire life.

And yet you could be dealing with or be up 
against agents that spend all day, every day 
selling property.

This book can help to level the playing field for 
you, by explaining the tips and tricks used by 
buyer’s agents, as well as providing you with a 
logical step-by-step process to follow.

Of course, I can’t cover every eventuality in  
one book.

Even after years of buying property, I come 
across new situations all the time.

What I can do is instil you with the confidence to 
know that whatever comes your way, you’ll have 
the tools to deal with situations as they arise.

I look forward to sharing the journey with you.

How much this  
book could save you

A buyer’s agent can often charge up to around 
2.5% plus GST of the purchase price of a 
property.

So, even on an ‘average’ property in Australia, 
doing the job well yourself could save you up to 
$20,000.

That’s not to be sniffed at.

Of course, if you do the job well yourself by 
negotiating hard, the savings could end up being 
measured in the tens of thousands of dollars.

And if you do the job even better by picking 
an outstanding property that outperforms the 
local market in terms of capital growth then the 
savings from reading this book could end up 
being in the hundreds of thousands of dollars.
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The buying process for an investor might take 
4 to 8 weeks on average, plus the settlement 
period, which might be another 4 to 8 weeks.

For a homebuyer, the search could be longer, 
and sometimes much longer, depending on how 
choosy the buyer is and how urgently they need 
to buy.

Most people might buy a handful of 
properties in their lifetime, at most.

On the other hand, an established buyer’s agent 
might buy several properties in a week.

A full end-to-end buyer’s agent service would 
cover everything from advice on where and 
what to buy at the planning phase, to sourcing 
or locating potential properties, choosing, and 
then negotiating a purchase, and overseeing the 
settlement.

There can also be a post-settlement service, 
especially for investors in property who may 
need to engage a property manager, a surveyor 
to prepare a depreciation schedule, and an 
accountant to help with the preparation of their 
tax return.

The buying process for an investor might take 
4 to 8 weeks on average, plus the settlement 
period, which might be another 4 to 8 weeks.

For a homebuyer, the search could be longer, and 
sometimes much longer, depending on how

choosy the buyer is and how urgently they need 
to buy.

 
 
 
 
 
 
And if you then use that equity to build even more 
equity ...  well, the sky is potentially the limit!

With that thought in mind, can you be your 
own buyer’s agent, delivering a result like the 
professionals?

Yes, potentially you can.

While there are many moving parts to any real 
estate transaction, always try to remember this 
one golden rule:

A great deal about buying property  
comes down to common sense.

It’s true.

Applying logical common sense about what 
makes for a good purchase and not getting 
carried away and bidding emotionally might be 
80% of the battle in real estate.

Although property has tended to be a good long-
term investment, some people do manage to lose 
money, mainly in these ways:

• Buying and selling quickly (or flipping)

• Speculative off-the-plan purchases

• Borrowing more than they can afford

•  Buying in a location without string long-term 
fundamentals

But you do also need to understand the buying 
process, do your due diligence thoroughly, and 
cover off the risks of buying a property with 
structural issues (or other physical risks, such as 
flooding or termites), or looming special levies in 
the case of a unit or apartment.

And that’s what this book is here to help you with.

What does a  
buyer’s agent do?

A buyer’s agent – sometimes also known 
as a buyer’s advocate – is a licensed real 
estateprofessional who is hired to negotiate and 
execute a property purchase on behalf of the 
buyer.

This can help to level the playing field with 
vendors, who typically have a licensed selling 
agent working on their behalf.

There can be an asymmetry of information in a 
real estate transaction because the vendor will 
almost inevitably know more about the property 
in question than the buyer can.

An experienced buyer’s agent can help to reduce 
this gap through their experience, market 
knowledge, and expertise.

This helps to give the buyer more time, peace of 
mind, and – if the buyer’s agent does their job well 
– money.

For many people, buying a property is the biggest 
single transaction they ever undertake, so 
making sure they get it right is important.

Most people might buy a handful of 
properties in their lifetime, at most.

On the other hand, an established buyer’s agent 
might buy several properties in a week.

A full end-to-end buyer’s agent service would 
cover everything from advice on where and 
what to buy at the planning phase, to sourcing 
or locating potential properties, choosing, and 
then negotiating a purchase, and overseeing the 
settlement.

There can also be a post-settlement service, 
especially for investors in property who may 
need to engage a property manager, a surveyor 
to prepare a depreciation schedule, and an 
accountant to help with the preparation of their 
tax return.
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A bit about this book

I’ve had years and years of experience of buying 
properties both for myself and for clients.

I haven’t seen everything, but over the years I’ve 
come across most things.

Every transaction is unique, in its own way.

So, there’s no way this book can cover every 
example of what might happen during a property 
purchase.

Instead, what this book can do is arm you with the 
tools so that you can:

• Plan a property purchase

• Search for a property to buy

•  Know where to go (or who to go to) if you need 
more information

• Negotiate a price and make an offer

• Exchange contracts

• Complete and settle on the purchase

•  Manage the property successfully post-
purchase

This is a handbook that will step you through the 
key stages of a successful property purchase, 
exactly in the way a property professional would 
do it.

And just a little bit  
about me

It’s time to get cracking with your search, so I’ll 
keep this section short – you don’t need or want to 
know too much about me, I’m sure!

As a property buyer, I initially co-owned a buyer’s 
agency in London, with a business partner in the 
United Kingdom.

The property market dynamics are a bit different 
in London, though the experience of negotiation 
can often be remarkably similar.

I’ve personally been a licensed buyer’s agent 
in Australia since 2011, operating in New South 
Wales (Sydney) and Queensland (Brisbane).

And, together with my wife, have been an active 
property investor myself through several cycles 
in multiple states and internationally.

So, I’ve seen a lot over the years, both personally 
and professionally.

Although the nature of real estate is that every 
transaction is unique, and you still learn new 
things all the time.

As we’ll see through the book, there are different 
real estate laws and legislation across the states 
and territories, although many parts of the buying 
process are similar around the jurisdictions.

Pete Wargent is my go-to on property data, 
news and insights. I have followed Pete closely 
for many years and few in Australia are close 
to grasping the multitude of factors that 
drive prices and understand what is a quality 
investment property, let alone have gone out 
and purchased hundreds of properties.

On top of the amazing learnings Pete provides, 
we have worked with him as a buyer’s agent for 
many years and have absolutely tremendous 
results with every client.”

“
— CHRIS BATES  —

wealthful
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Building your very  
own ‘A-team’

It’s so satisfying when you put together a plan 
of action and then go on to execute that plan 
perfectly.

At the end of each episode of ‘The A-Team’, 
George Peppard said almost exactly that.

Buying property shouldn’t be as hazardous as the 
explosive exploits of ‘The A-Team’, of course.

But the truth is, it’s a team effort.

And even if you don’t use a buyer’s agent, there 
are many people involved in each transaction, 
both on your side as the buyer, and on the 
vendor’s side.

For that reason, you need to put in place a 
great team of experts.

Industry experts can help you to get an 
appropriate loan approved, proofread the 
contract for sale, and oversee the settlement 
process.

And for investors, they can prepare a depreciation 
schedule, and complete your tax return when 
the time comes, and manage the property going 
forward.

There’s quite a bit to think about.

But luckily that’s what this book is here to help 
you with. We’re going to go through it all step by 
step.

Starting with...

Making plans

Not only is a property purchase often the biggest 
single transaction most of us ever undertake, 
but the consequences of making a good or bad 
choice can also be felt for years.

You need to plan.

Before you even think about getting out on the 
streets to start your search, you need to think, 
and note down the answers to a few questions.

Where will you be living 5 years from now?

How about 15 years from now?

How about your career motivations and plans?

Do you work in one fixed location or in multiple 
locations?

Is this likely to change?

Could worsening traffic congestion make the 
prospective journey to work more time consuming 
in the future?

— CHAPTER TWO —

How much
You could save

With gratitude

And finally, for this introductory chapter, I 
note that there are many people who will give 
you their opinion when it comes to real estate 
markets.

After all everyone has some interaction with 
housing, be it as a renter, a homeowner, or as an 
investor!

So, in that sense, everyone’s apparently an 
instant expert.

One thing there is no shortage of are opinions.

But there are not that many people really 
doing real estate, day in, day out.

At least, there are not that many on the buy side.

Not in high volume and with years of industry 
experience.

I’m greatly indebted to Cate Bakos for 
cataloguing her seemingly endless thoughts, 
ideas and experiences over the years, in the 
media, on her blog page, and in person when we 
have dinner down in Melbourne.

Cate’s work is an incomparable resource for 
anyone wanting to understand what really 
happens before, during and after property 
transactions take place, and I’ve drawn on many 
of the very same ideas in this book.

It was only as I started pulling together ideas for 
this book that I realised how many gold nuggets 
Cate has pulled together through years and years 
for first-hand experience.

Thanks Cate, you’re the best!
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Trying to make a fast buck or doing what 
everyone else has been making money doing are 
proven recipes for disaster.

But a long-term strategy to build equity and 
wealth is a proven winner.

Start with ‘the why’.

Home or investment ...  
or both?

There are lots of ways to approach property 
ownership.

In general, the lowest risk approach it to take a 
long-term outlook and retire the debt gradually 
by paying down the mortgage.

The shorter the holding period, on average, the 
greater the risk.

That’s partly due to the transaction costs, while 
it’s also hard to predict what will happen to 
property prices over the short term.

Often people come to me interested in the latest 
fad or the next hotspot.

The problem with fads and hotspots is that they 
can become next year’s duds and ‘not spots’.

And remember that real estate can be an 
illiquid asset.

That means that it may not be easy to sell quickly 
for a fair price at some points in the cycle.

When the market is booming there can be 
bidding frenzies, but these periods tend to be 
shortlived.

Are you planning to start a family?

In which case will 2 or 3 bedrooms and one 
bathroom be enough?

Or do you need 4 bedrooms and 2 bathrooms (or, 
at least, the option to add them)?

Do you already have children?

And, if so, what are their schooling requirements?

The labour market and demographic trends have 
become more fluid over time, and the pace of 
change is only likely to increase in the future as 
the workforce becomes more casualised and 
disposable incomes increase.

This is making it harder for many people to plan 
further into the future, due to the rapid rate of 
change.

But you need to shift the odds in your favour.

The transaction costs of buying and selling 
property are heavy: stamp duty, legal fees, agent 
fees, removalist costs, and more.

So, to improve the odds of you making good 
choices and building equity over time, you need 
to plan carefully.

Why do you want to  
buy property?

A worthwhile place to start is to consider why you 
want to buy property?

Security of tenure and more certainty than 
renting?

Is it a first step on to the housing ladder 
through buying a home?

Are you trading up to accommodate a 
growing family?

Are you moving for work?

Or is it a property investment, to build a 
portfolio of assets?

There are many reasons why people buy property, 
including helping their kids, or as a platform to 
trade up to a home later.

There is normally, though not always, a rational 
reason for wanting to buy.

In saying that, when you sit down and ask people 
why they want to buy property, they can come up 
with all kinds of odd reasons.

There’s a new milkshake bar opening in the 
area.

I just want to do a quick ‘hook and flick’ to 
make a few dollars on the side.

We’d like to help our kids on to the  
housing ladder.

I want to own as many properties  
as possible!

Everyone else is doing it, so...
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That’s because when the economy is soft, the 
holiday home is often one of the first assets to be 
offloaded.

This was last seen in earnest through the global 
financial crisis when in many coastal locations 
the ‘for sale’ signs were up and down the street 
very quickly.

But it’s not just price performance where holiday 
homes can underwhelm.

It’s mainly the logistics of making the investment 
work.

Note that where a property is not genuinely 
advertised and available for rent at what is 
deemed to be a fair market value, then the tax 
treatment may also be less favourable for the 
investor.

‘Great investments’

You’ll often find in real estate that properties 
are marketed as being ‘great investment 
opportunities’.

But what does that mean?

In my experience, properties that are specifically 
marketed to investors tend to be under 
performers.

Not always.

But very often.

‘Investor’ properties are often generic, in large 
blocks of apartments, thus lacking scarcity, and 
lacking owner-occupier appeal.

They can work okay as rentals, but people don’t 
really desire to buy them in the same way that 
they might with an attractive home.

Now it’s true that you should try not to buy 
emotionally.

To use your head, not your heart, as the old saying 
goes.

That’s by no means bad advice.

But here’s the thing.

People can and do buy real estate 
emotionally.

It’s true.

We are all impacted by emotions when it comes 
to real estate, to some degree.

And, therefore, if you find a property desirable 
in a desirable location, then it’s highly likely that 
others will too.

And that could make it a strong performer.

Many of the worst-performing investments are 
those advertised to investors in glossy brochures, 
sometimes with ‘rental guarantees’ assuring the 
buyer that a 5% rental yield will be locked in for 
the first couple of years.

You need to question why a good property would 
even need such a guarantee.

Often these guarantees are simply red flags, 
suggesting that once the guarantee is expired, 
you’ll be left with a property worth less than you 
paid for it, with lower rental income too.

So, what does make a great investment?

There are many factors.

But ultimately a strong, consistent and growing 
demand for that type of property is the 
predominant factor.

Prices and therefore capital growth are ultimately 
driven by this, especially when the property type 
in question has a scarcity value.

And if there are irrational frenzies in sentiment, 
there must be irrational valleys too, where 
fear abounds, and buyers are cautious about 
transacting.

And remember that if there are no buyers you 
could become stuck with a leveraged asset that’s 
losing you money.

On the other hand, if you focus on property in 
a landlocked location with a proven history of 
strong capital growth over several cycles, this 
suggests that the dynamics may be in place for 
more of the same in the future.

Time is the greatest friend of a quality asset 
because it allows prices to grow and compound.

If there’s one thing I’ve observed over and over 
(and over!) again in real estate, it’s that people tell 
me about properties they sold years ago.

Do you know how much that property would 
be worth today?

Well, let me tell you ... !

While I’ve often thought of selling properties over 
all my years in real estate, I’ve still never sold one, 
and nor has my wife.

It’s probably the single best financial decision 
that I’ve made.

The opposite point is that time is the enemy of 
the ordinary or poor-quality asset because the 
gap in performance becomes wider and wider 
over time.

While all properties will sell easily in booms, 
it’s only when sentiment cools that you find out 
which properties are desired and genuinely 
in continual demand from buyers in the local 
market.

Holiday homes

Have you ever been on holiday and wandered 
over to the local real estate agency window for a 
browse?

I’ve had a great holiday!

Wouldn’t it be great to have a holiday home 
here too?

Yes?

You’re in good company.

I’ve done that too.

I expect it happens a lot!

At the very least, buying a holiday home 
immediately after a holiday is probably a bad 
idea.

It often sounds good on paper.

I’ll use the property myself for 3 or 4 weeks 
of the year.

And then I can rent it out the rest of  
the time.

An investment and a place to stay, it must 
be a win-win!

Sometimes people make this work for them.

But be careful!

For most owners of holiday homes, the reality 
does not measure up to the expectation.

There are a whole range of reasons why, 
including unplanned vacancies, wild seasonality 
in demand, clashes with bookings, high property 
management costs, and wear and tear ... and a 
whole host of others.

It also doesn’t follow that a holiday home will be 
as good an investment as a standard residential 
let in a capital city.

In fact, holiday homes can be very volatile 
performers.

A consistent and  
growing demand for  
that type of property 
is the predominant factor in  
what makes a great investment.
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If the property is in a body corporate then you 
need to include the strata fees, which are often 
payable on a quarterly basis.

If there is a tax benefit expected for investors, 
then it makes sense to include this too, or at least 
a best estimate thereof.

You can ask your accountant to help if you aren’t 
sure.

If in doubt, err on the side of caution, and plan 
to keep a rainy-day buffer in case of unforeseen 
expenditure or loss of income.

I’ve copied above an example of a template that 
I’ve used myself.

To build up an idea of how you expect the cash 
flows to look over time, then you’ll need to make 
some assumptions, such as what rate of increase 
to assume for repairs, insurance, and various 
other costs.

The idea of such as an exercise is to come up with 
some figures that are approximately right (rather 
than precisely wrong).

While it is impossible to predict what will happen 
to rents, interest rates, and property prices over 
time, you can set up a spreadsheet that allows 
you to input some assumptions.

By doing so you can effectively run some variance 
analysis to see whether you can comfortably 
afford the property given a range of possible 
outcomes.

You can also see how much equity you might 
be able to build over time using a range of 
assumptions for capital growth.

There are never any guarantees when it comes to 
capital growth in property.

But you can move the odds in your favour through 
buying well and adopting a long-term outlook.

Appetite for risk

Before you buy property, you need to think about 
your appetite for risk.

This is especially the case if you are considering 
buying as part of a couple or with a partner.

That’s because everyone has a different appetite 
for risk.

So, it wouldn’t be at all unusual for one party to 
have a significantly lower risk tolerance than 
another.

Some of us accept risks as part of life and are 
comfortable to make plans to mitigate them.

Others are very risk averse and do not willingly 
like to take on risk of any kind.

A person’s tolerance for risk can change over 
time, as they start a family or move closer to 
retirement, for example.

It can sometimes so much deeper than this.

It often comes back to core belief systems.

Some people have an apparently unshakable 
belief in the power of property as a long-term 
investment.

They like the fact that well-located land is scarce, 
and immovable.

And as such they see property as a great inflation 
hedge over the longer term.

Others instead tend to see the problems and the 
headaches.

The repairs. The maintenance.

The tenant issues or the risk of vacancies.

Some people see debt as a tool to generate 
wealth.

Others see debt as something to be paid off as 
quickly as possible, or even avoided at all costs.

Cash flow is king

Regardless of whether you’re buying property as 
a home or as an investment, you must be able to 
manage the cash flow.

While it is compounding capital growth that 
tends to make real estate an effective long-term 
investment, you also need the cash flow to be 
manageable to you.

Property investors in Australia often find that the 
cash flow on an investment is initially negative, at 
least until the rent increases over time, but they 
expect to be compensated by rising prices over 
time.

The equation for homebuyers is different.

Mortgaged homebuyers expect the cash flow to 
be negative.

Instead of paying rent to a landlord, they are 
paying mortgage interest and principal to the 
bank or lender.

 
 
 
 
In either case it’s important to understand 
how the cash flows might look over time.

Calculating the expected cash flows of property 
ownership is not an exact science.

For example, it’s not possible to know what 
repairs and maintenance costs might be in 5 
years’ time, other than to make a rough estimate.

But it is nevertheless important to make your 
best assessment.

The way to do this is through the preparation of a 
cash flow spreadsheet.

This should detail the projected rental income for 
investors.

And it should also detail all expected outgoings 
and expenses, including mortgage repayment, 
rates, insurance, repairs, and other costs of 
property management.

FIGURE 2.1–EXAMPLE CASH FLOW TEMPLATE
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Moving goal posts

While you shouldn’t obsess about market 
conditions, which can change quickly, it is 
nevertheless important to have some awareness 
of how sentiment and demand is tracking.

In a very strongly rising market, the buying 
decision can become more critical to many 
wouldbe property market participants.

Although buying frenzies appear to be irrational, 
they still happen because of the fear of missing 
out (FOMO).

This dynamic becomes self-fulfilling as buyers 
justifiably fear that if they don’t buy quickly, they 
could be paying 5% or 10% more in the not too 
distant future for an equivalent property.

This can cause headaches for buyers who are 
unprepared to accept that the market has moved, 
if they become anchored to prices paid a year or 
two earlier.

The market can simply keep moving away from 
them, week after week.

When valuing a property, you need to make 
an allowance for price changes over time.

Failure to do so could mean that you are 
searching in the wrong locations and for the 
wrong property types for your budget.

For this reason, if you prepare a list of 
comparable sales then you’ll need to attribute 
more weight to properties that have sold recently, 
and correspondingly less to properties that sold a 
long time ago.

Preparing a schedule of comparable sales is a 
much easier process in a flat or benign market 
because you can assume that properties sold 
in the locality over the past year or two would 
theoretically achieve a similar price today.

We’ll take a more detailed look at how to prepare 
a schedule of comparable sales later in the book.

The harsh reality for people who want to buy 
quickly in a hot market is that they cannot afford 
to be as picky as might otherwise be the case.

 
 
 
 
So, if that’s the situation you face, you might 
need to split your wishlist for the property into 
two parts.

Firstly, you need a list of the aspects that the 
property absolutely must have.

And secondly, there are the things what would be 
nice to have.

These are distinctly separate.

If the market is soft or weakening, there is far 
more scope for negotiating on price and terms, 
even for the more desirable properties.

But if the market is running hot then you might 
need to sacrifice some of the nice to have points 
to buy soon.

Mortgage application

Most people who buy a property in Australia use 
a mortgage to do so.

Some people are wealthier, so they can buy for 
cash.

Many others are downsizers, and so no mortgage 
may be necessary if they have enough equity in 
their existing home.

If you fall into the former category, even before 
you apply for a mortgage, it makes sense to get 
your financial house in order.

Mortgage applications are more stringently 
assessed than they used to be.

Therefore, aim to minimise credit card balances, 
avoid late payments and overdrafts, and keep 
payslip records.

Or retain business records and accounts if you 
are self-employed or run your own business.

Mortgage rates and terms are changing by the 
day, making it extremely hard for an individual to 
know where to turn for the best deal.

It is possible to approach your bank.

You see these conflicting views quite a lot as a 
buyer’s agent.

And sometimes one member of a couple wants 
you to convince the other to make a purchase 
when they aren’t sure.

I think this is a bad idea.

That’s because the moment an issue arises – and 
with property issues will always arise over a long 
enough time horizon – the uncertain party will 
shoot straight back.

I knew this was a bad idea.

These core beliefs sometimes help to explain 
why some people can be successful investors 
and build large portfolios, while others are better 
suited to building businesses or stock market 
investments that they feel more aligned with.

When it comes to financial investments of any 
kind, there tends to be a trade-off between risk 
and reward.

For this reason, there may also need to be some 
compromise on the part of the more bullish or 
aggressive member of a couple.

Timing the market, or 
time in the market

One of the most intriguing parts of being a 
buyer’s agent is observing buyer psychology.

When the market is running hot, the phone 
practically rings off the hook, without me having 
to do any promotional or sales work at all.

On the other hand, when it’s a buyer’s market – in 
other words, when the market is soft and there is 
less competition for high-quality properties – the 
very same people become cagey.

It’s like the old Warren Buffett quote about being 
fearful when others are greedy, and viceversa.

It happens, certainly, but exactly in reverse to the 
way it should.

The question is why?

The answer is that markets are driven by fear and 
greed.

Always.

When the market is rising there is greed and a 
fear of missing out (FOMO).

And when the market is weak there is fear of loss.

And as humans we are hardwired to feel safety in 
numbers.

If everyone else is doing the same thing, then it 
seems to make sense for us to do the same.

It is surprisingly difficult to be contrarian.

I can honestly say that at least 80% of my real 
estate wealth from investing has come from 
buying when there is a sense of panic or blood in 
the streets, and then letting compound growth do 
the rest.

It always looks easy in hindsight.

Oh, I’ll just buy during the next major 
downturn.

But it is surprisingly hard to do when everyone is 
predicting the end of the world!

If you look at a long-term chart of Australian 
housing prices, you would see that it was virtually 
always a good time to buy in the capital cities, 
even if there were a few downturns along the 
way.

That is, if you were sensible, buying quality 
established property without paying a silly price 
or more than you could comfortably afford.

As for the question of timing the market or time 
in the market?

Remember this: due to the transaction costs of 
buying and selling property, it is hard to make 
money through market timing, even if you can 
time the market successfully (which is dubious).

Time in the market, on the other hand, can be 
immensely powerful and forgiving of mistakes, if 
you follow a sensible process and buy well.
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Determine your budget

How much you decide to spend on a purchase 
may be determined by the maximum amount of 
the mortgage approval but need not be.

Mortgage lending is far more conservative today 
than it used to be.

But you should still run your own calculations to 
determine how much you can comfortably afford 
to spend.

After all, circumstances can and do change.

And presumable nobody knows more about 
the likelihood of your employment or business 
situation changing than you do.

Here is a handy income and expense calculator 
that can help you run some basic numbers.

www.yourmortgage.com.au/calculators/
income-and-expenditure/

Remember that as properties get more expensive, 
the stamp duty payable may also increase.

Make an allowance for unforeseen events.

Keep a sensible buffer.

And don’t overstretch.

Then you can consider how much you might need 
to spend for the property you want.

The budget you come up with doesn’t have to be 
an exact figure.

You could come up with a range.

For example:

My budget is ideally $450,000, but for the 
perfect property I could go up to an absolute 
maximum of $500,000.

The costs of  
buying property

The old rule of thumb is that you should allow 
about 5% of the expected purchase price of the 
property for the various additional expenses 
related to the purchase.

Of course, the actual amount will vary depending 
on the circumstances and the property in 
question.

But here are some guidelines.

Legal fees – from around $1,000 to $2,000 is 
typical (plus 10% GST).

Loan establishment fees – up to about $1,000 
depending on the bank or lender you are using.

Stamp and transfer duties – please refer to the 
relevant section of this book for a more detailed 
rundown of how to calculate the expected stamp 
duty on acquisition.

The amount typically increases as properties 
become more expensive.

But there may also be discounts available for 
some buyers, depending on the prevailing rules at 
the time of purchase in your state or territory.

Additional stamp duty surcharges – at the time of 
writing for non-residents, there may be a stamp 
duty surcharge in New South Wales, Victoria, 
Queensland and South Australia.

These were officially intended to ensure that 
foreign buyers were contributing to infrastructure 
and other developmental costs but were also 
designed as a tax grab and to cool massive 
interest from Chinese investors.

Presently these surcharges are high and 
prohibitive, but the rules may change or be wound 
back over time.

FIRB approval fees – for non-resident buyers only, 
there may be a small approval processing fee 
before a property can legally be purchased.

Building and pest inspection fees – from $600 
up to $800 or so plus GST, depending on the 
property type being purchased.

Strata report – where buying a unit of a 
townhouse, allow around $250 for a detailed 

But there are no guarantees that they’ll give you 
preferential treatment or provide the mortgage 
type most appropriate for your situation.

To make a mortgage application more straight 
forward, it normally makes sense to consult a 
licensed professional to guide you through the 
maze of available products.

Ideally, you should find an independent mortgage 
broker who can help to steer you towards the 
most appropriate mortgage for you.

Here are some mortgage brokers who I’ve happily 
used over the years, with great results.

Sydney

Steven Ress, Ressfin 
Steven@ressfin.com.au

Chris Bates 
www.wealthful.com.au

Brisbane

Richard Jefferies, NBFS 
Richard.Jefferies@nbfs.com.au

Ben Sum 
www.wealthful.com.au

Mortgage pre-approval

It’s important to get your mortgage pre-approval 
in place before you shop in earnest for properties 
to buy.

That’s partly because the best and most desirable 
properties tend to sell quickly.

So, when you find one that you really like, you will 
want to be able to move quickly and decisively.

In theory you could sign a property with a 
cooling-off period without having formal approval 
in place.

But I always advise caution!

Whatever you do, don’t commit to buying a 
property before you have formal approval in 
place, unless you are certain that you can finance 
the deal.

Doing so could ultimately cost you a deposit, 
or worse.

It’s quite common for buyers to accept an 
indication from a broker or lender that obtaining 
finance ‘should be fine’.

I’m sure in many cases there is plenty of 
headroom that this approach is fine.

All I will say is that lending standards have been 
tightened considerably in Australia since the end 
of 2014.

Lenders will want to be sure that you have secure 
employment or income, no black marks against 
your credit record, and that you are appropriately 
managing your expenses.

This is especially so for property investors for 
low-deposit mortgages and interest-only loans.

Therefore, you should be especially wary of 
assuming that you will get finance because it’s 
always been approved for you in the past.

It’s always best to err on the side of caution!

What happens if you make an unconditional offer 
and are compelled to buy a property for which 
the finance is rejected?

Well, you could still source a mortgage from 
a non-bank lender that accepts higher risk 
applicants, potentially reflected in a higher 
mortgage rate.

Or, possibly much worse, you could default on the 
purchase and lose your deposit.

You could even be sued for damages by the 
vendor in extreme cases (especially if the market 
has been declining).

Be careful!
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Other tax planning 
considerations

While everyone’s personal situation is different, 
this is a short section about tax planning and why 
you need to be aware of it.

Tax is boring.

I know that as well as anyone, as I used to be 
employed as head of tax compliance at a couple 
of listed companies.

But pay attention because this section could be 
important for you!

There are several different taxes in Australia that 
relate to property.

These include, but are not limited to, the 
following.

Stamp duty

The Australian Capital Territory (ACT) has 
experimented with phasing out land tax in favour 
of much higher rates for property owners.

The idea, presumably, was that most people in 
Canberra earn a high salary and therefore they 
can afford to pay higher rates.

The problem with such high taxes is that 
they don’t discriminate, and asset-rich but 
income poor homeowners in the ACT have 
been clobbered, while investors are now 
understandably staying away, which is leading to 
record low vacancy rates and rapidly rising rents.

The other state treasurers would doubtless love 
to be able to charge higher land taxes or property 
rates to homeowners, but it’s very doubtful that 
this would be a vote-winner in New South Wales, 
Victoria and Queensland.

Therefore, it seems more likely that for the 
foreseeable future Australia will persist with 
high rates of stamp duty on purchase, but 
lower rates on an ongoing basis than the ACT is 
implementing.

 
 
 
 
 
 
Stamp duty brackets and rates vary for each 
cohort of purchaser and across the states.

For example, you might pay much more stamp 
duty for a $500,000 property purchase in Victoria 
than you could in Queensland, assuming you don’t 
qualify for a concession.

Here are some useful tools that can help you 
calculate the stamp duty, mortgage registration 
and transfer fees:

www.stampduty.calculatorsaustralia.com.au/

www.realestate.com.au/home-loans/stamp-
duty-calculator

www.yourmortgage.com.au/calculators/stamp_
duty/

As you can see from the stamp duty calculators, 
at the time of writing there are punitive 
surcharges for foreign buyers of property in 
some states.

These were introduced to curb the massive 
Chinese interest in Australian residential real 
estate, and they have been effective at trashing 
demand.

Land tax

Away from Canberra and the ACT, there is no 
broad-based land tax for homeowners at the time 
of writing.

Land tax does apply to property investors above 
a certain land value threshold.

The thresholds vary by state.

And individuals can have a separate threshold for 
each state they own property in.

This means that investors with large portfolios 
may be inclined to spread their purchases around.

This also has the added benefit of diversification, 
which helps to spread the risk.

strata report to ensure that you aren’t picking up 
a special levy or other major problems.

Sundry costs – other minor costs may be incurred 
for building insurance, council rates, water rates, 
adjustments, and so on.

Please note that these costs are a guide only and 
may vary significantly.

Your solicitor or conveyancer can calculate the 
exact costs on a specific property that you are 
interested in buying.

Grants, assistance,  
concessions, and  
initiatives

Consider whether you might qualify for a grant or 
other form of assistance.

It sometimes feels impossible to keep up with all 
the changes in this regard in Australia.

For example, from 1 July 2020, the First Home 
Loan Deposit Scheme (FHLDS) offered

10,000 places to low deposit first homebuyers.

You can find out the details of the scheme here:

 www.nhfic.gov.au/what-we-do/fhlds/

Since grants and discounts are often announced 
at the state level, available concessions and other 
incentives are constantly changing.

Some of the incentives introduced periodically 
include first home buyer grants, stamp duty

concessions on new homes, certain exemptions 
on the construction of new dwellings, and others.

Because the rules tend to change each financial 
year, adding a list of available concessions here 
is liable to create more problems than it would 
solve.

Here is where you can go for more timely 
information.

New South Wales

First home buyer initiatives

www.nsw.gov.au/improving-nsw/projects-and-
initiatives/first-home-buyers/

Victoria

First homeowner initiatives

www.sro.vic.gov.au/first-home-owner

Queensland

First home concessions and the first  
homebuyer grant

www.qld.gov.au/housing/buying-owning-home/
advice-buying-home/transfer-duty/how-much-
you-will-pay/concessions-on-transfer-duty/
concessions-for-homes/first-homeconcessions-
and-grants

Western Australia

First home owner grant and stamp duty 
concession

www.finance.wa.gov.au/cms/State_Revenue/
FHOG/First_Home_Owner_Grant.aspx

Overall, the message is to be aware and check 
out what you might qualify for today, and whether 
there are proposals in place for new initiatives at 
the beginning of the next tax year.

In certain circumstances it could make sense to 
bring forward or delay a purchase if it means that 
you can save money in taxes or receive a grant.
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The way the legislation presently works in 
Australia means that investors have often been

comfortable to run moderate cash flow losses on 
investment property, because they can effectively 
pay less tax on their salary income.

That’s a fine strategy up to a point.

But like many things in life, you can have too 
much of a good thing, and in some cases far too 
much!

A few words of warning.

First and foremost, you should never invest 
in property simply to reduce tax.

Reducing the amount of tax you pay each 
year can be a nice benefit if it is planned well, 
executed sensibly, and structured appropriately.

But saving tax should never be the main reason 
for buying a property.

Secondly, there have been proposals in place for 
the legislation to be changed prospectively to 
restrict negative gearing to new dwellings.

It’s an interesting proposal because it would 
effectively create a two-tier market with new 
properties taxed more favourably for investors 
than second-hand dwellings.

I don’t intend to spend too much time on this 
point, but just be aware of the risks.

In this scenario, for example, it’s a bit like when 
you drive a new car off the forecourt.

A new property could be worth less after 
you’ve bought it, because the resale market is 
diminished.

And new properties already tend to be sold at a 
price premium because they are brand new.

The best way to reduce risk in property 
investment is usually to buy quality established 
property in areas that will be highly sought after, 
and to adopt a long-term outlook.

So, under such new rules, were they ever to be 
implemented, buying new property would be 
riskier.

Residency issues

If you are an Australian or New Zealand citizen 
then clearly there will be no problem with you 
being allowed to buy property.

If you are a non-resident or a temporary visa 
holder then you will be required by law to obtain 
permission from the Foreign Investment Review 
Board (FIRB) to acquire property in Australia.

The administrative process is quite 
straightforward, and normally doesn’t take very 
long.

Fees will vary depending on the value of property 
that you’re looking to buy.

You normally don’t need to make the application 
until you have located a property that you want to 
purchase.

Overseas investors can normally only buy new 
property, unless they are looking to develop and 
add to the dwelling stock, and even where they 
do buy today there are often steep surcharge 
duties to be paid.

Getting help

There is potentially a lot to think about in terms 
of tax planning, depending on your strategy.

It’s worth spending some time up front to make 
sure you don’t pick up tax headaches later.

An accountant or financial planner who is 
familiar with property and personal taxes will 
be the best-qualified person to help with some 
independent advice.

Always seek an advisor who is independent and 
charges a straight fee for service.

There are a lot of people out there who call 
themselves property advisors, but they are 
in effect salesmen trying to flog you a new 
development that they can earn commission on.

It means that while one market may be soft, 
another market where you own property might be 
firing.

If you own an apartment or two in any given state, 
then you are unlikely to be captured by land tax 
as an investor.

That’s because the deemed land value content of 
an apartment tends to be relatively low.

However, if you own a house on Sydney Harbour, 
then the site value is likely to be extremely 
high and the land tax for an investor might be 
significant.

There can be lower thresholds for properties 
owned in companies or trusts than for individuals.

Land tax is an important subject and one that 
you need to consider in the context of your own 
portfolio and plans.

If you are unsure about anything, I recommend 
that you speak to your accountant to get clarity 
before proceeding to make any purchase.

Looking into this after you’ve made the purchase 
is too late.

While it’s possible to challenge over-zealous land 
valuations, there is no guarantee that your appeal 
will be successful.

Site values for land tax purposes tend to be 
revalued periodically, and they don’t often get 
revalued down.

Capital gains tax

At the time of writing there is a capital gains tax 
exemption for most owners of a principal place of 
residence (PPOR) in Australia.

Although in saying that, owners should be careful 
if they are planning to spend time overseas or 
absent from the property in question.

This is one of the reasons that home ownership 
has been one of the most effective ways to build 
household wealth.

Because when the property is sold there is no 
capital gains tax to pay.

And the equity can then be rolled into another 
purchase.

Property investors, on the other hand, do not 
receive the capital gains tax exemption.

Although there is presently a discount for 
investors who hold an asset for longer than a 
year, tax is payable at the prevailing rate on the 
profit from a purchase.

The capital gains tax due is calculated from the 
capital proceeds from sale less the capital gains 
tax (CGT) cost base of the asset (essentially the 
price you paid for the property, plus some of the 
costs of acquiring and disposing of it).

As explained by the Australian Taxation Office 
(ATO) there is a discount for assets owned for 
longer than 12 months:

www.ato.gov.au/General/Capital-gains-tax/
Working-out-your-capital-gain-or-loss/Working-
out-your-capital-gain/

Incidentally, one of the most effective ways to 
minimise capital gains taxes an investor is to not 
sell.

While it may not be practical to never sell 
property, it is nevertheless true that by holding 
on to it for a longer period, the capital gains 
tax is deferred, allowing the capital growth to 
compound for longer and the equity to grow.

Adopting this approach may require some mental 
fortitude.

That’s because investing for the long term 
guarantees that you will own the property 
through a property downturn, or perhaps several 
downturns if you invest through multiple cycles.

But this can also be a very tax-efficient strategy 
if you only pay capital gains tax once at the end 
of the process instead of on multiple occasions.

Negative gearing

At the time of writing where a property investor 
makes a loss for tax purposes, after accounting 
for depreciation benefits, then this loss can 
typically be recorded on their tax return as a loss 
that helps to reduce their total taxable income.
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When considering suburb median price data, be 
wary of taking price growth numbers too literally.

The numbers are simply an average.

Being an attached dwelling, a townhouse will be 
classified as a unit in most price growth indices, 
yet often their characteristics and price growth 
behaviour could be more aligned to the detached 
house market than the high-rise apartment block 
sector.

There’s no one size fits all when considering 
these things.

In some inner suburban areas, a boutique 
apartment block can represent an excellent 
choice, especially in some of the garden suburbs 
of Sydney’s Lower North Shore, or close to the 
beaches in the East.

In some formerly industrial suburbs, overbuilding 
of high-rise towers can lead to rental vacancies 
and lacklustre price performance.

Some of the suburbs close to Sydney Airport are 
a case in point, while areas such as Docklands in 
Melbourne or Newstead in Brisbane have been 
very extensively developed in recent years.

In other localities still, the demand is all about 
detached housing and the family demographic.

You need to take into account the dynamics of 
the local market as well as your own wants, needs 
and aspirations.

Price-performance tends to be strong where 
there is strong demand but a limited supply of 
the in-demand product, and high-rise apartment 
towers don’t meet these criteria.

New, quite new, or old

As a buyer’s agent, I normally encourage buyers 
to look at established properties rather than 
brand-new builds unless they have a genuine 
desire to buy a new home.

When people buy brand-new property in 
Australia, they typically pay a premium to do so, 
essentially representing the developer’s profit 
margin.

 

A bit like driving a new car off the forecourt, the 
property may not be worth as much a year or two 
after it is first sold.

The property loses its newness premium.

While it’s true that the long-term trend in 
property prices is up, which gives buyers of new

property some comfort, you must remember 
that it could be some years before you see any 
meaningful price growth on a new property.

If you are downsizing or buying a home in which 
to retire to then this may not matter to you.

If, on the other hand, you’re a younger buyer 
hoping to trade up to a bigger or more desirable 
property later, then this potentially could be 
especially important for you.

Sometimes people try to speculate on future 
price growth by buying off the plan a year or two 
before settlement.

I’ve seen this work well in Sydney (and in other 
large cities around the world) at the right point in 
the cycle.

But I’ve also seen plenty of people make mistakes 
and lose money at settlement too.

And then there’s the risk that the finished 
product doesn’t look how you imagined it when 
you first came across the glossy brochure.

Off-the-plan apartments have sprouted their own 
mini-industry of ‘advisors’ – essentially salesmen 
and middlemen who appear to be acting as 
pseudo-advisers to buyers but are actually paid 
hefty commissions by the developers to help shift 
excess stock.

Sometimes the commissions are as much as 6% 
to 7% of the purchase price, which should be a 
guide as to how bad an idea it might be to buy the 
dregs or least desirable units in an off-theplan 
development.

Sometimes investors are attracted to buying 
new properties for the tax benefits in the form of 
depreciation.

It may be easier to rent a new property 
sometimes, but this may not be the case if there 
are dozens of other rental properties like yours all 
completing at the same time.

If in doubt, always follow the money ...  
ask yourself

How do they get paid?

An advisor should only charge a transparent fee 
for their service, not a commission hidden in the 
small print.

While personal tax planning is certainly less 
exciting than searching for property, it could be 
equally important, if not more so.

Houses or units?  
Or townhouses?

Traditionally the Aussie dream was to own a 
house on a quarter-acre block.

A quarter-acre is about 1,000 square metres if 
you aren’t familiar with the imperial system.

As you can imagine, in the capital cities not all 
buyers can afford a block of this size today.

Unit or apartment living was generally deemed 
to be a secondary choice, most suitable for those 
who couldn’t afford a house.

But this is now changing, as many younger 
buyers would prefer to live close to the beach, the 
city, entertainment, and other amenities.

At the time of the 2016 Census, it was still 
the case that only a minority of households in 
Australia lived in an apartment.

Even in Melbourne, the country’s second-most 
populous city, the share of unit dwellings was 
extraordinarily low for a city with a population 
rapidly approaching 5 million.

Only Sydney has really embraced unit living 
to date, and even then, only partially.

Despite what we constantly read and may believe, 
Australia’s largest capital cities are not remotely 
dense compared to their international peers, 
except in a handful of pockets.

However, as the respective populations of Sydney 
and Melbourne appear set to approach 8 million 
by the middle of the century, we should expect 
this to change.

Apartment living is likely to become an 
increasingly popular choice as buyers 
increasingly trade space for place, to live closer 
to the action.

Although the Internet has theoretically made it 
more possible for people to live remotely, humans 
are social creatures and we’re increasingly living 
closer together.

One of the most famous adages of real estate 
holds that land appreciates while buildings 
depreciate.

Which is sort of true, though the replacement 
cost of building new dwellings does tend to 
increase over time (especially for apartment 
developments, due to the expensive land 
remediation costs – this is not so much the case 
for greenfield sites out on the city fringe).

It’s not automatically the case that a house will be 
a better performer in terms of price growth.

I’ve seen plenty of people lose money on 
overpriced house and land packages, after all.

What really matters is demand, and scarcity 
value.

There may only be a small amount of land under a 
unit, but if that land is next to the Sydney harbour 
side then it may be far more valuable than a 
block of land dozens of kilometres away from the 
key employment hubs.

Sometimes, though of course not always, units 
can be in a blue-chip area where household 
incomes are high, and buyers have equity and 
inheritance money to bid prices higher.

The living experience can be quite different 
between a house and a unit, and you must 
take into consideration your own needs and 
aspirations.

A worthy compromise for many buyers these 
days may be a townhouse, which shares many 
of the characteristics of a unit – such as being 
an attached dwelling on a strata scheme with a 
body corporate – but perhaps is one or two levels 
and has some outdoor space such as an adjoining 
garage and a backyard.
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‘Location, location, 
location’

This quote is one of the oldest clichés in  
real estate.

Why?

It’s because although you can amend the 
character of a home, or its layout, or repaint 
the walls, or plant flowers in the garden ... the 
location of the land is fixed in place.

Real estate is an immovable asset.

Lenders tend to like this.

It means that even if you stop paying the 
mortgage and run away overseas, and even if 
you torch the property before you do so, the land 
cannot go anywhere.

And in a sought-after location, the land will 
always retain its value, since it cannot be 
destroyed (although some areas may be prone to 
flooding, of course).

This is one of the reasons that lenders will lend 
high amounts for individuals with relatively small 
deposits to buy property, at reasonably low-
interest rates, with terms of up to 30 years or 
more.

It’s a unique triumvirate of lending conditions 
that you won’t find from any product other than a 
residential mortgage. 
 
Bricks, mortar, and the land it all sits on tend 
to be safe capital city investments for the 
long term.

Buying in a certain location could, therefore, 
prove to be one of the absolute best or worst 
decisions you ever make.

If you buy in a gentrifying location, with good 
transport connections, then the property value 
could continue to rise, and the asset will perform 
better and better for you over time.

 
 
 
 
 
 
On the other hand, if you buy in a location that 
is beset with problems, or at risk of being over-
developed, then you can become stuck with the 
location of the property that you bought.

As an example, many buyers of property in 
mining towns around Australia were left stuck as 
the value of their homes declined to less than the 
value of their mortgage after the mining boom 
turned down from 2012.

Only now in 2019 are those markets beginning to 
level off.

Capital cities tend to have less volatile housing 
markets, but some locations and property types 
are still riskier than others.

The best performers over the long run tend to 
be landlocked areas – meaning scarce – that are 
reasonably commutable to employment hubs.

On the other hand, land on the city fringe tends to 
be cheap, because there is a lot of it.

And even if the value of fringe land goes up, the 
relatively low land value content of city fringe 
property means that owners don’t benefit greatly 
anyway.

The value of houses on the city fringe is all in the 
bricks and mortar, and this doesn’t appreciate 
like land.

This may become even more pronounced if 
proposed changes to tax legislation on negative 
gearing ever come to pass.

Remember, though, that the depreciation benefits 
are high because new things do indeed tend to 
depreciate!

In my experience the best performing properties 
tend to have a relatively high land value and a 
scarcity value.

Look for a land value ratio of more than 60% 
of the value of the property, as a rule of 
thumb.

High rise apartments may have a high land 
value per square metre, but when this value is 
apportioned across all the apartments in the 
development it might come to just a few per cent 
of the price you’d pay for a unit.

In part this helps to account for the often-poor 
price performance of high-rise apartments.

Buying old properties can come with its own 
headaches.

Often there will be repairs and maintenance 
costs associated with buying an old property.

So, you need to perform a thorough due diligence 
when buying an established property, to ensure 
that you aren’t picking up structural or pest 
issues.

Cosmetic renovations

Australia has plenty of dwelling stock that is tired 
and in need or renovation or rejuvenation.

Where this puts off other interested parties, it 
can be an opportunity for savvy buyers.

A cosmetic renovation has no set definition, 
but to my mind may refer to improvements that 
are not of a structural nature and improve the 
property visually.

So, you could, for example:

• Clean the property to a professional standard

• Repaint the interior

• Install new blinds

• Upgrade the kitchen and bathroom

• Fit new carpets

• Install air conditioning

•  Improve the garden, balcony or other outdoor 
area

A successful cosmetic renovation can make a 
home more desirable, and a more pleasant place 
to live.

And if it is done well, it can add value and equity 
to the property too.

For investors, a renovation can make the property 
more easily lettable to a higher quality tenant and 
increase the rental return in the process.

If you are going to do a cosmetic renovation well, 
then you need to manage the costs appropriately 
and professionally.

You also need to be able to engage well with 
tradespeople when required and manage their 
expectations accordingly.

The old rule of thumb was that for every $1 you 
spend on a renovation you should try to add $1.50 
to $2.00 of value to the property.

And for investors, you should try to spend money 
that will help you to increase the weekly rental 
income too.

You can amend  
the character of a  
home, its layout or gardens, but its 
location of the land is fixed in place. 
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Transport links

When I buy investment properties, I almost 
invariably buy within short walking distance of a 
train station of the nearest capital city centre.

Why?

Because that way there is likely to be a constant 
flow of prospective new tenants.

Of course, some tenants are happily prepared 
to drive to work from an area with no available 
transport.

Indeed, statistically most people in our capital 
cities are still happy to take their car to work.

But many aren’t, and I believe that this is now 
changing rapidly.

So, you don’t want to exclude these potential 
tenants!

As the capital cities become denser over time 
and traffic congestion becomes a more pressing 
issue, properties close to train and light rail links 
will become increasingly sought after, by both 
buyers and tenants.

A short word of warning.

While it’s good to be within a 4- to 6-minute walk 
or so of a train station, you don’t necessarily 
want to buy right next door to a train station for 
obvious reasons.

The noise and disruption might outweigh the 
advantages.

While these points mainly relate to investment 
property, they may equally hold true for a 
homebuyer purchase.

The commute to work might be bearable today, 
but if traffic worsens over time, is there a public 
transport alternative?

We found in London that properties located 
within a comfortable walking distance of

 
 
 
 
Tube stations became more highly sought after 
over time, as the city matured.

I expect to see similar trends in Australia’s capital 
cities over the decades ahead.

Australia’s train network has historically been 
slow and underfunded.

But over time train use will become more 
critical and transport options should be 
improved.

There will also be more light rail options and bus 
routes.

Over the long run, electric and autonomous 
vehicles will likely become more common, which 
have some other impacts.

For example, busy roads that are considered too 
noisy today might become less noisy (if not less 
congested).

In summary, don’t underestimate the importance 
of transport links

School catchments

If you have children, school catchments will likely 
be a key point of interest for you.

When I buy properties in Brisbane, either for 
myself or for clients, I will always consult the 
local school catchment maps.

www.qgso.qld.gov.au/maps/edmap/

There are similar resources available for other 
cities and regions around Australia.

School catchments can change over time, as 
supply and demand shifts, with new schools 
being opened and populations growing.

In larger and growing capital cities, school 
catchments can become great drivers of housing 
prices.

 
 
 
 
For example, suburbs falling within the Mansfield 
State High School (SHS) catchment in Brisbane 
saw land prices outperform all other Brisbane 
suburbs in recent years, largely due to the 
popularity of the high school.

Some parents will move heaven and earth to buy 
the right type of family-appropriate home in their 
desired school catchment.

And it’s this kind of emotional buying that can 
fuel land and dwelling prices over time.

FIGURE 2.2 SCHOOL CATCHMENT MAP
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Development potential

Are you looking for a property that can be 
developed?

If so, you’ll need to consider the zoning of any 
property that you are buying, and any potential 
restrictions on it being developed.

And then you will need to consider the rules in 
the area that you are searching in.

City councils often offer useful advice as to what 
may or may not be possible.

For example, if you want to subdivide a block of 
land, then the block may need to be a certain size 
to fulfil the council’s requirements or be located 
within a certain distance of commercial zoning.

Or if you want to demolish an old house to build 
a new house or townhouses, then you will need 
to check with the council that the existing house 
isn’t protected, and that the zoning allows for the 
new building that you proposed to construct.

For more complex developments you may need 
to engage other professionals for their views, 
including builders or even architects.

When considering sites with potential for 
development, consider the contours of the block 
in question.

As a rule, flat blocks of land are an easier 
proposition for development, and they can 
demand higher price tags as a result.

Sloped blocks may be tougher and more 
expensive to develop, and this can put other 
buyers off.

There are many traps to watch out for when 
buying development sites.

 
 
 
 
These include, but are not limited to, the 
following:

Easements or encumbrances

Access to a property data subscription database 
can tell you if there are easements on the title for 
a property that you are considering.

Failing that, a solicitor’s title search can confirm 
the answer for you.

What is an easement?

It’s a section of land within the boundary of the 
property that another party or parties may have 
access to.

This isn’t always a problem, but it could have an 
impact on the potential to develop.

Easements can also have an impact on the 
price of a property, due to the real or perceived 
inconvenience.

Encumbrances could include legal caveats or 
other mortgages over the property.

Again, a solicitor should be able to pick up any 
issues via their title search.

Contaminated land

Another way in which your solicitor will earn 
their fee is to confirm that the property you’re 
interested in is not on a contaminated land 
register.

Contaminated land can be problematic.

Apart from the obvious risks, contaminated 
land could also be more expensive to clear and 
develop.

Future development

You should consider whether the area you are 
planning to buy in is set to be developed in the 
future.

In the immediate term, it’s straightforward 
enough to collect information on planning and 
development approvals.

You can get a very quick overview of planning 
alerts from the Internet.

Note that these are a guide only and are not 
guaranteed to be complete or accurate.

Over the longer term, it’s harder to predict 
development trends.

Areas zoned for medium- or higher-density 
housing are naturally more likely to see 
development than low-density residential zoned 
streets.

 
 
 
 
And areas located in the immediate surrounds 
of transport hubs may become prime targets for 
development as the cities densify.

Overall, you need to use some common sense 
and use your eyes and ears to make an informed 
decision.

If, for example, you are paying a premium for a 
property with a view, you need to consider the 
likelihood of that view being built out.

FIGURE 2.3 PLANNING AND DEVELOPMENT APPLICATIONS

Source: planningalerts.org.au
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Character protection

If there is a well-established home on the block, 
then there may be restrictions on what can be 
done in terms of development.

Sometimes entire streets have a character 
overlay. You need to check this with the council to 
be sure.

There are also other potential overlays to watch 
out for, including vegetation overlays or other 
environmental protection.

Unpaid land taxes or council rates

Your solicitor can check to see whether there are 
unpaid land taxes or council rates on a property.

This ensures that you don’t pick up liabilities that 
aren’t yours, not to mention the hassles of dealing 
with annoying administrative issues.

Dial before you dig

If you are planning to do any development work 
that might involve digging into the earth, such as 
foundations work or connected to sewers, think 
ahead about whether there might be anything 
you need to know.

Think about all the stuff down there that you 
might hit.

Stormwater drains, broadband connections, 
water services, or more.

If in doubt, check with the appropriate authority.

Not certified

Be wary about buying properties that aren’t fully 
certified.

It’s quite common for there to be open plumbing 
certificates, or certificates to install decking that 
weren’t closed off correctly.

These are usually trivial issues that can be easily 
dealt with.

A bigger problem might be if you buy a 
property that isn’t approved for what it is being 
used for, such as a boarding house, student 
accommodation, or other short-stay lets.

Flood risk

If the property is in a zone that is at risk of 
flooding, or deemed to be at risk of flooding,

then this could be a problem for your 
development plans.

Firstly, and most obviously, that’s because if 
there is a severe weather event then you might be 
directly impacted.

There may also be a higher insurance premium 
for you to account for.

But if the property is in a flood risk area 
there may be a greater problem still – future 
development might not be allowed at all.

If in doubt, you need to confirm this with council 
before you buy.

Buying for capital 
growth

There are essentially three types of property 
buyers: owner-occupiers, investors and 
developers.

The objective for most investors is to make a 
satisfactory return on dollars invested.

Homebuyers, on the other hand, are buying 
somewhere to live.

While these appear to be different objectives the 
lines have become a bit more blurred in recent 
times. Sometimes people buy a property that 
they might live in for a couple of years while 
they’re younger, before renting it out later.

And even homebuyers often need to consider a 
home as an investment selection if they want to 
achieve the capital growth needed to trade up to 
a bigger or better-located property later.

In either case, the buyer wants their property to 
perform well.

What are the drivers of capital growth?

Location is often considered to be the most 
important factor in real estate because it is 
absolutely fixed.

Once you have bought the land, it can never be 
moved, although surrounding blocks might be 
developed and improved.

Ideally, you should buy in a city with rising 
demand, typically meaning robust population 
growth.

And the strength of a real estate market is 
ultimately linked to the strength of the underlying 
economy.

So, you want to see diversified industries, 
employment growth, and a low or falling 
unemployment rate.

And then there are the unique factors of the 
suburb that you are buying in: school catchments, 
transport links, amenities, and anything else that 
makes the location especially desirable

(ideally becoming more desirable over time).

New infrastructure projects can be both a short-
term (employment) and long-term boost where 
they deliver a lasting benefit to the local area.

Those are all factors on the demand side.

On the supply side, if you buy an apartment in an 
area where thousands more apartments can be 
built, this can limit the capital growth due to a 
lack of scarcity.

Areas where warehouses are regularly rezoned 
from industrial to residential use are one typical 
case in point.

Inner-city areas where there are few height 
restrictions on apartment building area are 
another.

The strongest performing property types will 
benefit from a combination of rising demand, and 
limited supply.

This normally means a sought-after location in 
a landlocked suburban area ... where there is no 
more land for release.

Stock and flow

What drives property prices?

The glib answer is always ‘supply and demand’!

But what does this mean?

The supply of properties could refer to the 
number of new dwellings being built.

But it could also refer to the number of willing 
vendors, or properties listed for sale.

And if there are ‘more buyers than sellers’ – a silly 
adage when you stop and think about it – then 
prices are heading up.

The total number of property listings for a suburb 
or city is one measure of supply that is useful to 
watch. 

For example, if you were looking to buy a 
property in Sydney in 2018, there were more

properties to choose from than there were in 
2015 when the market was red hot.

Perhaps more usefully for the individual buyer, 
SQM also shows the total number of listings for 
each postcode.

The strength of a  
real estate market is 
ultimately linked to the strength  
of the underlying economy.
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Days on market

Following on from the number of stock listings, 
another handy trend to watch is the number of 
days on the market.

It’s another measure of market health that can be 
an indication of how well stock is being absorbed 
by buyers.

Again, I wouldn’t become too obsessed with 
studying these metrics.

However, they are useful to know.

They can give you an idea of how quickly a 
property might be expected to sell after listing.

Of course, highly desirable properties might sell 
more quickly, while low-quality stock could take 
longer to shift.

A low average number of days on the market for 
a capital city might be 30 days, such as we had 
seen in Sydney through its recent boom.

 
 
 
 
When days on market are low, you tend to 
see corresponding price growth.

A balanced market might see properties selling 
in about 2 months, on average.

A high number might be above 100 days, which 
has been more common in the resources capital 
cities in recent years.

There can also be a seasonal impact here too, 
with properties typically selling more slowly over 
the Christmas break, and so on.

Where a property has been listed for a long 
period of time – or where it is being listed for 
a second or third time – then this may be an 
indication that negotiation on price is possible.

Sometimes properties don’t sell for a long 
time because the vendor has had unrealistic 
expectations.

These data are split out between houses and 
units.

Where the number of listings is rising, this 
typically reflects either a soft or a softening 
market.

And the reverse is also true.

There is something of a seasonal impact.

Traditionally spring is seen as a popular selling 
season in Australia, so you’d likely see more 
auctions on a weekend in October or November 
than you would, say, over the Christmas break.

And this can have a knock-on impact on the 
number of listings.

Overall, it’s the trend you should be more 
interested in than the monthly gyrations.

This is only common sense.

If you look on a property portal and there are 100 
apartments for sale, then it’s quite likely that you 
are looking at a soft market.

Even when a capital city market is performing 
well, there may be a glut of similar properties for 
sale in some locations.

If there are only 4 dwellings for sale in the entire 
suburb, then competition is likely to be high.

Context is everything, of course.

Some of Australia’s postcodes such as Toowong 
or Indooroopilly in Brisbane cover a large area 
and large populations.

Other remote postcodes only have a small 
population and properties turn over infrequently.

This is where an understanding of historical 
norms from SQM’s tools comes in handy.

The weakest dynamic is often where they are 
few new listings (flow) due to a lack of vendor 
confidence but a rising total number of listings 
(stock) because properties just aren’t selling.

FIGURE 2.4 TOTAL PROPERTY LISTINGS (CAPITAL CITY) 
Source: SQM Research

www.sqmresearch.com.au/total-property-listings

FIGURE 2.5 TOTAL PROPERTY LISTINGS (SUBURB) 
Source: SQM Research

www.sqmresearch.com.au/total-property-listings
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The property search can be one of the most 
exciting parts of the property purchase journey.

If you want to find a real gem of a property, then 
this could mean searching where others don’t 
tread.

That could mean looking for off-market or pre-
market deals or being a bit more creative.

If you just want to buy a property that isn’t 
necessarily your dream home, then the search 
can be much easier and less labour-intensive.

This is where the fun starts.

It’s time to get out there and start looking at real 
estate.

When it comes to a property search, there’s no 
substitute for boots on the ground.

It is possible to make a shortlist of possible 
properties from an online search, of course.

And while much information can be collected 
via the Internet, there is still no better way of 
ascertaining whether a property is right for you 
than by inspecting it thoroughly in person.

There are certain intangible factors that no photo 
or video can hope to capture.

Open homes

When you visit an open home, it’s a good idea to 
take a checklist of items that you want to tick off.

It’s not much use inspecting half a dozen 
properties, if you then can’t remember all the 
relevant details later.

Taking a digital camera along tends to help in 
this regard, as you can use photos to jog your 
memory when assessing the results of your 
inspections.

When you arrive at open homes, the selling 
agent will typically request your contact details, 
including your name, a mobile number and an 
email address.

— CHAPTER THREE —

The 
search

But vendor expectations can change over time if 
the property doesn’t sell for long enough.

On other occasions, the property in question 
might have something wrong with it or be 
undesirable.

Although it is only an indicator, this is a useful 
piece of information to add to your research 
toolkit.

Seasonality

It’s traditionally said that spring is the selling 
season for Australian real estate.

With spring in the air, more buyers may be 
inclined to attend open houses when the weather 
is sunny and mild, rather than overcast and rainy.

But is there a best time of year to buy?

Interestingly, I believe that the resident 
population of Australia is becoming more 
seasonal.

More permanent and long-term immigrants head 
to Australia during the warm summer months, 
which is logical enough.

Why arrive in winter when you can come for the 
sun and beaches instead?

And there are many more tourists in the summer 
period too. That said, there are some changing 
trends.

For example, Chinese Lunar New Year brings 
hundreds of thousands of short-term visitors 
from mainland China, Taiwan and Hong Kong in 
the first quarter of the calendar year, although 
the dates move a little each year.

And then there is the international student factor.

The total number of international students has 
zipped massively higher over the past 5 years, 
spurred by a lower Australian dollar and massive 
interest from students in China, India and other 
parts of Asia.

With the greater number of students comes a 
greater seasonality in the resident population.

There is a big surge of arrivals at the start of term 
times as students rush for the annual enrolments.

And then there is a bit of a hole over the 
Christmas break as students head home to be 
replaced by tourists and backpackers coming to 
visit Bondi Beach and see the Sydney New Year’s 
Eve fireworks.

What does this all mean for property buyers?

Investors should be aware that some weeks of 
the year are now much better for letting rental 
properties than others, especially in cities with 
a heavy university and international student 
presence.

The same applies to the auction market.

It’s not unusual to see low auction clearance rates 
as the market tails off in the lead up to Christmas.

And the same applies for the first few weeks of 
the new year, when results are often limp until the 
market picks up again.

Public holidays, football grand finals, and long 
weekends tend to be a disruption for auction 
markets.

If there is a surge of auctions (or a dearth of 
auctions listed) then the shift between supply 
and demand can weigh on confidence over the 
short term.

‘He who would  
search for pearls 
must dive below.’

— JOHN DRYDEN —
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While this might suggest that you’re an interested 
buyer, it also marks you out as someone who 
either isn’t serious about the property in question 
or just isn’t very informed.

You’d be far better to pass the agent your 
contact details, inspect the property thoroughly 
first, and then ask a few tactful questions if it’s 
appropriate to do so.

As noted, a far more useful line of questioning 
might be to aim to discover why the vendor is 
selling, or in the case of an auction whether the 
vendor is open to accepting an offer prior to the 
proposed auction date.

Note that if you go down this route you need to 
understand the proposed process thoroughly to 
avoid being pipped by another interested buyer.

This makes you immediately seem both more 
serious and more informed.

Good interpersonal skills will help you in this 
process.

If you want the agent to give you information, you 
may need to be prepared to give them something 
in return.

Within reason, therefore, it can help to be candid.

If you’re genuinely interested in the property, 
indicating this to the agent can help them to 
understand that they aren’t wasting their time.

This is so that they can follow up with you to see 
whether you have interest.

Some will also add you to their mailing list if you 
want market updates and property alerts.

If you have a business card you can hand over 
then this may save some time.

However, if you’re genuinely interested in the 
property then taking a few moments to ask the 
agent some intelligent questions can help to 
demonstrate your interest.

You should avoid asking questions that would 
have been easy to answer yourself.

How many bedrooms does the property 
have?

Is there parking?

By asking questions like this, you’re suggesting to 
the agent that you haven’t even bothered to read 
the listing.

And, therefore, they will quickly categorise you as 
not a serious buyer (whether true or otherwise).

It’s not their fault.

They have a limited amount of time to spend on 
each listing and can’t waste too much of it on 
potential tyre kickers.

So, it’s up to you to show them that you’re 
interested (though not desperately so!) if that is 
the case.

An example of a more intelligent question, 
depending on the listing in question, might be:

Why is the owner selling?

Exactly what is included in the sale?

Do you have a rental appraisal?

Once you’ve handed over your name and 
preferred contact details, it’s time to get inside 
and inspect that property!

What to ask

Part of your job at open homes is to find out the 
story of the sale.

If you aren’t sure about how to piece together 
a story, you could do worse than to think of the 
6W’s approach.

Finding out the story of the sale is a unique skill.

It takes some tact, and an ability to find out 
information from the selling agent (and any other 
relevant parties) without annoying them unduly 
or testing their patience.

In my opinion you’d be doing yourself a disservice 
to waste the agent’s time by asking simple 
questions about the property that you could 
easily answer with a moment’s research.

For example, if you enter the property and ask 
questions such as:

How many bathrooms has the property got?

Is this property on a body corporate?

But then a strange 
fear gripped me, and 
I just couldn’t ask.

— MORRISEY, THE SMITHS —

FIGURE 3.1 – THE 6WS
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The blank canvas, the 
renovator’s delight, the 
fixer-upper...

People are emotionally attracted to beautifully 
styled properties.

It seems we can’t help it.

If you don’t believe me, check out the returns that 
professional stylists can make to sales prices.

I’ve seen identical apartments sell for massively 
different prices depending on whether they are 
styled or not ... measured in the tens of thousands 
of dollars.

The strange thing is that we all seem to think we 
can see beyond poor decoration or styling.

And yet the numbers suggest that many of us 
cannot.

I guess the subconscious says something like:

Well, if that’s the state of the decoration, 
then what other unseen problems might 
there be?

And that’s fair, to a point.

 
 
 
 
 
 
 
 
But we tend to overcompensate, by valuing 
styled properties too high.

It’s fine to buy an attractive home, of course.

But if I had to summarise this point in a sentence 
it would be this:

Don’t overpay for a property just because it 
looks nice.

If a property has been styled for sale, attempt to 
put a value on the work the stylist has done.

Look past the styling to see what other 
comparable properties have sold for.

Are there many other potentially emotional 
buyers looking at the property?

That’s not to say that an unrenovated property 
automatically sells cheaply.

Indeed, if anything the proliferation of renovation 
TV shows at times seems to have put a premium 
on these blank canvas or renovator homes!

If you want to do a renovation, then you need to 
run the numbers.

Failing to do so could waste weeks of your 
valuable labour.

If you pay too much for the blank canvas, then 
there will be less dollar value or benefit to all your 
hard graft.

Agents are people too, and there are only so 
many hours in the day!

Once some rapport has been built with the 
agent, you might begin to ask them about what 
terms might be favourable to the vendor (for 
example, might a longer or shorter settlement be 
preferable to them).

Or you might ask the agent about comparable 
recent sales because this can help them to give 
you some guidance as to the vendor’s expectations, 
without being too explicit if they don’t want to be.

You might also ask how many other prospective 
buyers have ordered building inspections or 
taken a draft copy of the contract for sale.

The answer you get might depend on the agent 
and the state of the market, so there is some 
judgement to be applied here.

Overall, this is an exercise in tact.

If you do this job well, you can piece together the 
story of the sale, and this can help to inform your 
buying decisions, be they affirmative or negative.

Failing to floor plan ...  
a plan to fail!

Have a careful think about what kind of floor plan 
you ideally want from a property.

While many older properties in Australia have 
small bedrooms, awkward laundry rooms,

and cosy bathrooms, the modern preference is 
often for more spacious or open plan living.

In particular, I’ve noticed that more and more 
buyers love homes where the rear of the

dwelling flows out naturally on to a patio.

Indeed, the winning formula for budding 
renovators often seems to be an open play layout

that flows seamlessly out on to a covered patio 
and lawn, with a secure pool.

Aspirational family buyers can’t resist this!

Many post-war 3-bedroom homes have only one 
bathroom, since when they were built a ‘dunny’ 
out the back was commonplace.

From observing how much more difficult 
these properties are to rent out to the family 
demographic, it’s clear to me that most families 
see a second bathroom as a must-have, and 
understandably so.

The importance of the orientation of a property 
is often under-appreciated by buyers until after 
they have moved in.

The ideal aspect differs depending on which part 
of the country you are in.

For example, in Melbourne a north-facing yard 
or balcony might be greatly valued by buyers 
because of the terrible weather ... sorry, I mean, 
cooler winters.

On the other hand, sub-tropical Brisbane – being 
located up the Brisbane River and away from any 
cooling coastal breezes – can be extraordinarily 
humid in the summer months, and direct sunlight 
is not always such a good thing.

As a Brit by birth, I know only too well how a 
lack of natural light can make for a miserable 
existence!

If the existing floor plan of a property you’re 
interested in is less than ideal, this doesn’t 
necessarily mean that you shouldn’t buy it.

However, it does mean that you must make a 
budget for renovations work, and factor this into 
the price you are prepared to pay for the dwelling.

If you don’t then you’ll risk over-capitalising.

There is no one size fits all when it comes to floor 
plans.

But think carefully about your needs before and 
during your search.

If you buy a property with an inappropriate layout, 
then there will be a cost to getting it fixed.

Or, worse, you may not be able to amend the floor 
plan to suit your needs, which could be costlier 
still.
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Off-market negotiation

There’s certainly no one size fits all when it 
comes to how an off-market negotiation could or 
should work.

To some extent it depends on the reason the 
vendor is selling the property off-market.

If it’s a downsizing retiree selling a home they’ve 
lived in for decades then a slow-moving process 
is to be expected, and probably appropriate.

If on the other hand, the sale is due to a 
separation, a speedier process may suit all 
parties.

Sometimes agents will get in contact with buyer’s 
agents they know specifically to see whether 
they have pre-approved buyers who can facilitate 
a smooth sale quickly.

Not every off-market opportunity is a good one!

Sometimes vendors are only interested in testing 
the market to see whether they can snag a huge 
price.

If possible, you need to establish when the vendor 
is proposing to vacate the property.

Without knowing this key detail, it is difficult to 
know whether you can make the purchase work 
for you.

If the timing works then you need to establish 
the vendor’s price expectation, or at least a close 
approximation to it.

 
 
 
 
Just because a property is off-market does 
not mean you should buy it.

And you still need to run a full comparable 
market analysis to ensure that the price 
expectation is reasonable.

If you are introduced to an off-market property, 
it’s important to remember that you may not be 
the only interested buyer.

Therefore, if you are going to make an offer, it 
might need to be an offer that is on the table for 
a limited period.

For example, you might make an offer that 
expires at close of business at the end of the next 
working day.

This gives the vendor a fair amount of time to 
weigh up your offer and decide or make a counter 
offer.

But it doesn’t give them so long that they can 
start using your offer as a benchmark to take 
around to all other interested buyers to see if 
they can better it.

You’ll be in a stronger position in a soft market.

Be aware of how quickly similar properties as 
selling.

If they are flying off the shelves, then you might 
need to make a strong and decisive offer.

Each transaction is different, so be guided by the 
agent and the situation as it unfolds.

Finding off-market deals 
(or pre-marketed deals)

You often hear buyer’s agents talking about off-
market opportunities.

But what are they?

An off-market sale usually refers to a property 
that has been sold without having been listed 
publicly for sale on the Internet or elsewhere.

Why would owners sell homes or investment 
properties off-market?

There could be any number of reasons.

For example, a portfolio investor might be 
offloading multiple properties, and if they have 
the option to sell to a pre-qualified buyer quickly, 
they might take it.

Sometimes vendors would prefer not to hold 
multiple open homes at the weekend.

On other occasions older vendors of post-war 
homes with development potential simply don’t 
want their privacy to be invaded by multiple 
inspections.

They would far prefer to sell via a buyer’s agent 
who can be discreet and sensitive to their 
situation.

As a rule, when the market is balanced, weaker 
vendors are more likely to sell off-market.

But when the market is red hot, more vendors 
want to take their property to auction to 
maximise the price they can achieve.

This is an important point about off-market deals.

Despite what some people think, just because 
a property is bought off-market does not 
automatically mean it’s a great deal or cheaper 
than you might otherwise have paid.

Often deals are sourced at fair market value, 
since few vendors are prepared to give away 
assets for less than they are worth.

It does mean that you can buy a property before 
anyone else has seen it, which is a potential 
benefit.

 
 
 
 
 
 
So, those are off-market opportunities.

They aren’t always easy to get access to unless 
you get to know local agents well (or you can do 
some door-knocking yourself).

An established and reputable buyer’s agent who 
is in the market regularly typically does have an 
edge in this respect, because they know agents 
very well and can easily let them know what they 
are interested in.

Often selling agents will just let know buyer’s 
agents know what stock might be coming up for 
sale soon. 

On the other hand, there are also what might 
be referred to as ‘pre-market’ opportunities.

In these instances, an agent may have signed up 
to sell a property, but for whatever reason, it’s not 
quite ready to be listed on the open market yet.

Sometimes that’s because the vendor isn’t yet 
ready, due to work or other commitments.

And other times it’s simply because they haven’t 
yet decorated the property for sale or been able 
to take the professional photographs required for 
the listing.

The reason itself doesn’t necessarily matter.

What matters is that if you can get into the ears 
of agents operating in the area you want to buy 
in then you can inspect pre-market opportunities 
and have the first shot at buying them.

Of course, just because a property is pre-market, 
you still need to perform all the appropriate due 
diligence, and as always you must make sure that 
you don’t overpay for it.



474746

Agent relationships

Having a good relationship with agents in the 
market can help to make a difference when you 
come to buy.

Of course, it takes time to build any professional 
relationship.

It doesn’t just happen in 5 minutes.

This is one area where a full-time buyer’s agent 
will retain an edge over most private purchasers.

That’s because a buyer’s agent can build 
relationships in a local market over a period of 
years.

And the relationship can be strengthened each 
time a purchase is completed with an agent.

This also adds to the credibility of the buyer’s 
agent in the eyes of the selling agent.

After all, if someone has bought through them 
before, then it can happen again.

Sometimes a buyer’s agent can source great 
deals before they hit the market simply because 
they speak with selling agents regularly about 
what’s happening in the market and what might 
be coming up soon.

Sometimes a buyer might just be in the right 
place at the right time and snag a great 
deal because they have great contacts and 
relationships in the market.

What can you do as an individual buyer?

Open communication with agents in the local 
area to where you plan to buy is where to start.

Speak to agents on the phone and get on their 
radar.

Once they know you are genuinely active and 
searching their local market, then they know 
where to come with interesting new opportunities 
and listings.

Making a shortlist

As your search progresses, you want to be able to 
create a shortlist of candidate properties for your 
consideration.

For this to work satisfactorily, you should 
probably have a checklist of things that the 
property you want must have, such as the number 
of bedrooms, bathrooms, living area, price range, 
access to amenities, and so on.

And then secondly a list of criteria that would 
also be nice to have.

This way you can become more systematic in your 
approach to the search.

Since everyone has different needs, you should 
probably design your own template checklist for 
finding the ideal property.

The best approach is often to begin with your 
ideal property and work backwards from there.

Let’s face it, it’s unlikely that any individual 
property will have every single feature that you 
want.

So, it becomes an exercise of finding properties 
that fulfil as many of the key criteria as possible 
within a reasonable price point.

FIGURE 3.2 HOUSE HUNTING CHECKLIST
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— CHAPTER FOUR —

Gathering 
information

With well over 10 million households in Australia, 
the idea of finding the right property can seem 
overwhelming.

But it need not be.

You can take a top-down approach to your search.

Start with the state that you’re planning to live or 
invest in.

Then drill down to a city or town.

And then you keep moving down a level, to look at 
the areas that might be suitable in terms of price 
bracket and proximity to amenities and work.

And then as you narrow in your search you will 
find preferred streets, and even parts of streets.

Eventually, you will be able to zone in your search 
to a shortlist.

Although finding the right property can feel like 
the search for a life partner, there is no need for 
anxiety.

It’s rare that there might only be one ‘right’ 
property in a search.

New opportunities can and do come along.

And even when certain properties seem like 
they might not be exactly right for you, they can 
often be renovated, extended or even completely 
reworked in time.

Remember to be courteous and treat people well 
through the search process.

Being curt or rude to professionals in the market 
can come back to haunt you later.

As Dale Carnegie said, if you want to gather 
honey, don’t kick over the beehive.

Let’s look at what information you might look to 
gather through your search, and how to collate it 
all.

No, no, NO!

Part of the skill of a discerning buyer’s agent is 
learning to say ‘no’ to properties that aren’t a 
good fit.

So, if you are going to do the job yourself then 
you need to be able to do the same!

Indeed, arguably what you say no to is at least as 
important as what you say yes to.

In some case, saying no might even be the most 
important thing you do.

When the market is running hot, this can be hard 
advice to follow.

One of the best definitions of a property boom 
that I’ve heard is:

When even the rubbish stock sells, that’s a 
property boom.

But always remember that hot markets don’t run 
forever.

Eventually, they will cool.

Another potential trap is buying the wrong 
property because it appears to be a bargain.

If a property isn’t going to work for you, then it’s 
not a genuinely good buy at any price!

For example, if the floor plan has a flaw that can’t 
be corrected, then buying that property could be 
a headache that stays with you for years.

Buying in a noisy street could be an even more 
literal headache, as could potential development 
sites in the close vicinity.

It’s all too easy to become emotionally attached 
to the idea of purchasing a certain property.

But even when it doesn’t appear to be so, it is 
rare that another opportunity doesn’t come along 
soon enough.

When a property isn’t right for you, you need to 
be able to say the magic word.

No!

‘If you want to gather 
honey, don’t kick over 
the beehive.’

— DALE CARNEGIE —
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So, for example, the population of a suburb might 
have increased from 9,000 in 2006 to 9,500 in 
2011, to 10,000 at the time of the 2016 Census.

While population growth might be a desirable 
thing at the capital city level because it typically 
indicates employment growth and growth in 
the demand for real estate, strong population 
growth at the suburb level may not be what you’re 
looking for.

From a purely logistical point of view, there is 
likely to be more traffic and congestion, as well 
as potentially construction noise to deal with.

But there’s another point that relates to price 
growth.

Take a real-life example.

New Farm in Brisbane is a relatively dense 
suburb, but it is built out, and height restrictions 
on building mean that the supply of available 
dwellings is relatively stable.

Meanwhile, in nearby Newstead, many sites have 
been converted from industrial use to make way 
for apartment towers, resulting in an explosion in 
the population.

And as is the way with such areas, there are 
many, many more sites that could be developed 
for new apartments in town, both in Newstead 
and as you follow the highway out towards the 
airport.

Newstead may have the stronger population 
growth, but which will be the stronger performing 
property market?

The answer has been and will continue to be New 
Farm.

As a highly desirable and superbly located blue-
chip suburb on the river with a walkway to the 
city and the new Howard Smith Wharves, demand 
for housing in New Farm is growing all the time.

And yet the buyers must compete for a relatively 
fixed supply of land and dwellings on the 
peninsula, which is the perfect dynamic for 
dwelling price growth.

On the other hand, if apartment prices rise in 
Newstead, there will simply be more and more 
apartments supplied by developers, which 
depresses price growth.

It also results in temporary oversupply or a glut 
of rental properties, which keeps downward 
pressure on rents, at least for the lower-grade 
investor stock.

Higher quality properties with a genuine 
desirability and scarcity factor, such as 
3-bedrooms and a river view may perform better 
over time, provided you don’t overpay for the 
product in the first instance.

Newstead is a well-located and desirable area to 
live, but as an investment location it won’t stack 
up as well over the medium term.

Looking out for 
gentrification

Buying property in a gentrifying suburb is one 
way to achieve strong results from a purchase.

In the short term, having development close to 
the property you are interested in buying might 
be a disruption and a potentially negative factor.

A glut of new development can also depress 
prices if the new dwelling supply increases 
ahead of demand.

Over time, however, a certain level of new 
development may be desirable, if it reflects 
gentrification and a general improvement of a 
suburb.

This obviously makes for a more pleasant living 
environment.

And it’s typically beneficial for dwelling price 
growth too.

So, buying in an improving area is a win-win.

General suburb profiles

I often think that there isn’t any real substitute 
for getting out there and pounding the pavement.

You can learn so much about the feel of an area, 
the tone of a neighbourhood, and the liveability 
and walkability of location simply by taking a 
wander around the locality yourself.

These days you can download free suburb 
profiles easily enough simply by using an Internet

search engine to find the postcode that you’re 
interested in.

Some of the high-level figures can be moderately 
useful, especially:

•  Demographics and population of suburb

•  Nationality of residents

 
 
 
 
•  Household income profiles

•  Characteristics of employment

•  Facilities

•  Schools

•  The number of houses, townhouses and units

•  Average persons per dwelling

To be clear, I wouldn’t ever base a property 
purchase on this type of data.

On the other hand, it can be useful to know it too.

Suburb reports often report the population of a 
suburb between censuses.
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full access to the database.

Other property reports

You can also order suburb snapshots and 
individual property reports.

These may be useful, and they will be cheaper 
than paying for a subscription.

A good deal of the information available in such 
reports may be similar.

A word of caution, though.

Don’t rely too heavily on automated property 
valuations.

These may be useful as a rough guide but will 
always be limited because every individual 
property is different.

There is no substitute for thorough due diligence.

Which means inspecting similar properties, 
finding out what they are selling for and how 
much market interest there is, and compiling a 
detailed list of comparable sales.

An alternative is simply to pay for a professional 
valuer to value a property before you make an 
offer on it.

I don’t personally do this because there is a cost 
to hiring a valuer.

And, moreover, there is still no guarantee that 
the value they quote is what the property will sell 
for, which can render the process somewhat less 
than useful.

Free market information

There is much more freely available market 
information than there used to be.

For example, you can find sold properties for a 
sample of properties within any given suburb on 
these websites (and others):

Realestate.com.au

Realestate.com.au

Domain

Domain.com.au

This can be a useful starting point when trying to 
ascertain an approximate fair market value for a 
property that you’re interested in.

A few words of caution, though.

The data may be incomplete.

For example, often no sales price is disclosed, 
a trend that becomes more common when the 
market is weak.

Furthermore, all sales will not be captured in the 
sample, so you’ll be working with limited data, 
and this makes finding directly comparable 
properties trickier.

And the available information is not always 
timely, so if a property was sold 18 months ago 
then you will need to make an allowance for what 
has happened between that time and now.

Still, free market information such as this is 
better than no information, and it’s not a bad 
place to start collecting sales data. Development 
approvals

If you are considering buying a property, then you 
want to know if significant development

is approved or is being considered nearby.

You can easily pull together a snapshot of recent 
development approvals within a certain

radius of the property you’re interested in, and 
this is a great starting point.

What improves a suburb over the medium-
to-longer term?

New infrastructure can be a positive, such as a 
new light rail train station.

That is, if you aren’t situated too close to the 
station!

Changing demographics can sometimes be a 
positive too.

For example, you might see in suburb 
demographic and employment data an increasing 
share of professionals and managers.

This often happens where a nearby suburb 
has become more expensive, so younger 
professionals look across for the next most 
affordable suburb.

It’s sometimes known as the ripple effect.

You can see these trends in rising median 
household incomes when looking for 
outperforming locations.

But you can equally see the same trends when 
using your eyes.

Often gentrification is reflected in an increase in 
cafes, restaurants or other amenities.

And you can typically see the changes in the ages 
and types of people in a suburb, the cars they 
drive, and a raft of other intangible factors.

Sales databases

All active real estate industry professionals will 
have access to a subscription database.

If you want to do a professional job, then you 
might need access to a database too (or, at least, 
be able to access one via a friend or associate).

What information do such databases include?

A lot!

Information you can source includes, but is not 
limited to, the following:

•  Historical sales data, which can be filtered to 
help you value any property you are interested in

•  Individual property particulars – bedrooms, 
bathrooms, parking spaces

•  Historical rental information

•  Photos from previous property listings

•  Lot, plan, and titles information

•  Block dimensions and aerial photos

•  Owner information

•  Zoning details

•  Type of tenure (e.g. freehold)

•  Nearby development approvals and applications

•  Suburb price growth and volumes data, price 
segments, and peak selling times

•  Unimproved site values

•  Valuation tools that can be tailored to help you 
estimate the value of a property

•  And much more

You really must use a subscription database for a 
while to get a feel for just how useful they are.

The databases I use include:

BuyersBuyers

www.buyersbuyers.com.au

PriceFinder

www.pricefinder.com.au/

RP Data Professional | CoreLogic

www.corelogic.com.au/products/rp-data-
professional

Riskwise Property Research

www.riskwiseproperty.com.au

The costs vary.

Sometimes there is a charge for each state you 
want to access data for, whereas with

PriceFinder there may be one monthly charge for 
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Zoning matters

Let’s be clear about this point.

If you don’t know the zoning of a property you’re 
interested in, don’t make an offer to buy it.

If the zoning is not what you think it is, the 
implications could be nasty.

For example, if you’re borrowing to buy a home 
then the valuation may not stack up if the 
dwelling is also zoned for commercial use.

This remains true even if the price appears to be 
a bargain!

 
 
 
 
Think about it.

If the bank decides to treat the purchase on 
commercial terms then the deposit you need

might increase threefold, or fourfold ... or worse.

And even if you finance the property purchase 
successfully, when you eventually come to 
sell then the next buyer may face the same 
challenges.

And this can stunt the capital growth of your 
purchase.

Don’t take the seller’s word for it, nor that of the 
agent selling the property.

Development approvals

If you are considering buying a property, then 
you want to know if significant development  is 
approved or is being considered nearby.

You can easily pull together a snapshot of recent 
development approvals within a certain

radius of the property you’re interested in, and 
this is a great starting point.

Source: planningalerts.org.au

 
 
 
 
Where an application or approval looks as though 
it might be significant then you may need to 
make further enquiries.

Some development in a suburb is no bad 
thing, especially if it means that the locality is 
gentrifying or improving.

However, a large development near to your 
property could cause significant short-term 
disruption (such as noise and earthworks), and 
in some cases could even be detrimental to the 
future value of your property.

FIGURE 3.4 SOLD PROPERTIES - FREE DATA SAMPLE

Source: realestate.com.au

FIGURE 4.2 PLANNING AND DEVELOPMENT APPLICATIONS

Source: planningalerts.org.au
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Zoning plans

A zoning plan can show you the zoning of any 
individual property that you are interested in 
buying.

The zoning of a property in part determines what 
can and can’t be done with a block of land.

While the zoning of a property may be changed 
in the future, it’s typically difficult to anticipate 
such changes.

In areas with low-density zoning, you will see lots 
of detached housing and back gardens.

In areas with medium density zoning with height 
restrictions then you will see more townhouses 
and small apartment developments.

 
 
 
 
And then in some urban areas and locations next 
to transport hubs, there will be zoning that allows 
for much taller apartment towers.

In these areas the supply can be much more 
responsive.

By which I mean if the price of apartments goes 
up, more and more apartments will be built in 
adjacent blocks until the market is fully supplied 
again.

For this reason, areas with few restrictions on 
building large apartment towers can be quite 
volatile through the cycles, and the capital 
growth maybe stunted over time.

You must do your own research into the 
zoning!

That’s one potential issue.

If the property you are interested in is a post-war 
home in a low-medium density zone – or a house in 
an activity zone – then you might see this as both 
a positive and a negative factor.

On the plus side there may be development 
potential for you if you want to develop units or 
townhouses in the future.

On the flip side, the same is likely to hold true for 
other houses in the street and nearby streets.

So, this means that there may be construction 
noise and disruption to deal with.

And there will be increased dwelling supply, 
which could keep a lid on price growth, as well 
as changing demographics, and more traffic to 
match the increased density.

As you can see, there is plenty to consider.

Generally, buying in a low-density zoned street 
means that you will be surrounded by detached 
homes, and this will likely remain the case unless 
changes are proposed to the zoning.

If the zoning allows for densification then you 
might expect to see more development through 
the cycles.

If there is a precedent for industrial properties 
being replaced by residential apartments, then 
it’s entirely possible that more of the same will 
occur in the future.

Lender policies

In a similar vein, prospective buyers should 
remain alert to any potential issues relating

to lender policies and any property they are 
interested in.

For example, a buyer may assume that a 10% 
deposit is adequate for purchase and make an 
offer on a property accordingly.

But sometimes this isn’t the case.

Studio apartments can sometimes be one such 
case in point.

Some lenders aren’t keen on studio apartments, 
especially where the floor space is 40 square 
metres or less.

The same may hold true for other niche dwelling 
types, such as student accommodation or short-
stay rentals.

If that’s the case, the lender may require a 
20% deposit or more, leaving the buyer with a 
potential shortfall.

In recent times in response to tighter lending 
standards and the overbuilding of apartments in 
some postcode, banks have blacklisted certain 
suburbs on occasion.

Sometimes the lender has required 20% deposits 
even for apparently high-quality apartments 
because they fall within a certain postcode.

You may not always agree with the lender’s 
policy.

I know that I haven’t always agreed with the 
broad brush taken to some postcodes!

But banks work on algorithms and formulas, and 
sometimes it’s just the way it is.

Whatever the lender’s prevailing policies 
are, you need to make sure you adhere to 
them.

If in doubt check in with your lender or mortgage 
broker before making an offer on any property 
to ensure that there won’t be any unforeseen 
challenges.

FIGURE 4.3 – ZONING MAP AND PLAN

Source: Brisbane City Council
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The same holds true of other supply-
responsive markets.

For example, blocks of land on the city fringes 
tend to have a relatively low value, because the 
land is not scarce.

The value of these properties is all in the building, 
which depreciates, rather than the land, which 
appreciates.

Therefore, houses on the city fringe also tend to 
make poor investments.

Why?

Think about it.

Even if the land value increases by 50%, the 
increase is still only 50% of a small number.

And then more land gets released to reflect 
higher prices.

Overall, therefore, you can see why zoning is 
important to the performance of a property.

The other thing about buying in supply-
responsive markets, such as those that allow for 
more development, is that when prices rise you 
will begin to see more cranes and earthworks.

The disruption can be annoying and detrimental 
to the quality of your life while the new 
construction is taking place.

An example zoning plan is copied below.

In this instance (Brisbane City Council), the 
light pink blocks of land are zoned low-density 
residential, which means little new development 
will take place in these streets.

The darker pink blocks are low medium density 
zoning – close to the centre of the suburb,

the shops, commercial sites and the train station.

In these streets you might see the post-war 
houses eventually being replaced by 2- or 
3-storey townhouse developments and boutique 
apartment blocks.

Rental appraisals and 
market analysis

If you are buying a property as an investor, you 
need to ascertain how easy it will be to rent out 
and how much it might rent for.

If you have a database subscription, you can 
look up the history of the property, and similar 
properties in the same street or suburb.

Most agents will provide you with a rental 
appraisal if you ask them to.

Remember, though, that agents are working for 
the vendor.

Therefore, it’s likely that their appraisal will be 
towards the optimistic end of the range.

If you already have a property manager in mind 
that you will use to manage the property for you 
then they will happily run a rental appraisal for 
you.

There are no shortcuts, however, and the most 
thorough way to work out what a property will

rent for is to pull together or download a list of as 
many similar properties as you can find and put 
into a table what they have rented for in the past.

Once you’ve done this step then you need to 
work through the list and rank the properties as 
superior, comparable or inferior.

Doing this accurately should give you a 
reasonably reliable range in terms of a rental 
appraisal.

Remember that you need to account for 
seasonality to the extent that this is relevant to 
the local market.

Rental markets may be somewhat more buoyant 
at certain times of year than at others.

FIGURE 4.4 ZONING MAP

Source: Brisbane City Council

FIGURE 4.4 – EXAMPLE AGENT RENTAL APPRAISAL
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So, a vacancy rate of 1.5% or less typically 
represents a tight market.

On the other hand, a vacancy rate of well above 
3% might indicate a soft rental market.

These are only general rules of thumb.

After all, a postcode is quite an arbitrary means 
of measuring anything, for within any suburb 
there may be attractive and sought-after streets, 
busy roads and flood zones, for example.

There is no substitute for actual research into the 
market.

Look at what is listed on the market for rent.

Consider questions such as the following.

Is it in good condition or poor condition?

Are listings being leased quickly or are 
rentals sitting on the market for months at 
a time?

Is it mainly units that are vacant, or family 
housing?

SQM Research provides some excellent free data 
at the national, capital city, and postcode level.

See the below link for details.

www.sqmresearch.com.au

Block analysis

For any property you are interested in, you want 
to know the block dimensions.

And you also should consider the contours of the 
block.

For example, on a steeply sloping block there 
may be limited development potential, parts 
of the block that can’t easily be accessed, or 
drainage challenges.

Sometimes families prefer flatter blocks of land 
for the simple reason that parents can easily 
see their kids in the garden from the kitchen or 
lounge room window.

A database subscription should be able to 
provide you with the block dimension.

You can usually get an overlaid satellite photo 
too.

Rental vacancy rates

Whether the rental market in the locality is 
robust or weak – and whether it is improving or 
weakening – is another key consideration.

One handy tool you can use is to look at the 
historic vacancy rate for the postcode.

 
 
 
 
This figure measures the percentage of the 
known rental stock that has been vacant for 
a given period each month.

The way the vacancy rates are calculated in 
Australia tends to throw out a low result.

FIGURE 4.6 – SUBURB VACANCY RATES

Source: SQM Research vacancy rates chart

FIGURE 4.5 COMPARABLE RENTALS DOWNLOAD FIGURE 4.7 SATELLITE VIEW
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— CHAPTER FIVE —

The due
diligence

Benjamin Franklin said that diligence is the 
mother of good luck.

You could interpret this a few ways.

To me it means that success is more about 
careful planning and execution than it is about 
being lucky.

Of course, a bit of good luck is great and never 
goes amiss.

And we should certainly all hope to be lucky!

But we shouldn’t rely on luck, and it certainly isn’t 
a plan itself.

When it comes to real estate purchase or 
development, you need to cover off a full 
checklist of due diligence to ensure that nothing 
unexpected derails your plans either during or 
after the purchase process.

In this chapter we will look through some of the 
key risks and steps to be covered off.

These include making sure that the dwelling 
itself is structurally sound, and that the 
contract does not have any unexpected terms or 
conditions.

Caveat emptor

When buying property, the rule of caveat emptor 
applies.

Let the buyer beware.

The principle of caveat emptor holds that the 
buyer purchases the property at their own risk,

while the seller is almost certainly going to know 
more about the property in question than the 
person buying it.

And although deceptive practices are not 
allowed, such as making untrue statements, there 
is no legal obligation for the seller to disclose 
material facts to you as the buyer.

It’s not just how big it is 
(it’s also what you can do 
with it)

It’s tempting to think that a larger block of land is 
better than a smaller one.

And all other things being equal, this is of course 
true.

But are all other things equal?

For example, so many large blocks of land have 
substantial chunks with significant slopes or that 
can barely be used at all.

Some blocks of land are flat, ripe for 
development or subdivision, and have pleasing 
views.

Other blocks have flooding risk, drainage issues, 
easements, covenants, or other restrictions on 
use, which potentially reduces the value of the 
land.

So yes, it’s true to a point that land appreciates, 
and more land (and land value) is often better.

And an average price per square metre might 
be a good place to start for a valuation or 
comparative market analysis.

But it also has be to land for which there is 
demand, with a valuable highest and best use.

And, of course, a small lot in a prime location 
capital city suburb will have more value and will 
be in far more demand than a generic block of 
land way out on the city fringe, where land is 
plentiful and there is no scarcity value.

As I’ve noted elsewhere, even if the value of city 
fringe land does go up, it’s still only a relatively 
small component of the property price – on the 
city fringe most of the property value is in the 
building materials and labour.

When it comes to land, remember it’s not just how 
big it is, it’s what you can do with it ... and where 
it’s located.

Screaming bargains

When buyers are looking at recent sales in a 
suburb, it’s important that they take a realistic 
approach and don’t immediately benchmark to 
the lowest price paid (as they are inclined to do!).

After all, there may be something unusual 
or something that you don’t know about that 
property deal.

It’s human nature to want to seek out a bargain, 
of course.

And ideally, every property you ever buy should 
be a screaming bargain.

But the reality is that there is often more 
competition for the best and most desirable 
properties.

And this will be as true when you eventually come 
to sell as it is when you buy.

It is okay, therefore, to pay fair value for a great 
property.

From time to time there may be sharp property 
corrections and even out-and-out crashes over a 
long enough time horizon.

When this happens there may be properties that 
are selling at extremely tempting values.

This tends to be rare for prime location dwellings, 
though.

‘Diligence is  
the mother of 
good luck.’

— BENJAMIN FRANKLIN —
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Red flags

One of the essential skills of a buyer’s agent is 
being able to discount most properties from a 
search before they have even inspected them.

Over time you very quickly learn how to recognise 
properties that are a definite no and eliminate 
them from the search.

For most buyers, a property that is on a busy 
highway is immediately excluded (although in 
theory the increased use of electric vehicles in 
the future could change this dynamic).

This alone can save a tremendous amount of time 
and energy in a property search.

Of course, you could buy on a main road if it 
means you get into the suburb you want.

But generally, I try to advise against this because 
of the oldest adage in real estate:

Location, location, location.

Once you’ve bought a house on a block of land, 
you can’t ever move it.

So, on a busy road you’ll always find it difficult to 
turn in and out of your driveway.

And the noise will be with you every day until you 
move.

And the next buyer will look at the busy road and 
think very carefully before making you an offer.

 
Another famous adage of real estate is this:

Cheap today is cheap tomorrow.

 
 
 
 
Some buyers prefer to avoid buying in areas that 
are dense with public housing.

For most buyers, blocks of land that are prone to 
serious flooding are a red flag.

Some overland flow or some water on the corner 
of a block during an extreme weather event may 
be acceptable, of course, but you don’t want to 
risk buying a home that could be submerged.

In an earlier section, we discussed the 
potential red flag of unusual zoning issues or 
classifications, or lender policies that make 
buying a property a risky proposition.

A related point to be mindful of is future planning 
proposals, new highways, or train or light rail 
projects, that could lead to major disruption for 
the owner.

These could all be major red flags.

When visiting a property in person, there are 
many more nuanced issues that you might pick 
up.

These may indicate the general tone of a 
neighbourhood, and could range from graffiti to 
litter, from abandoned cars, people loitering on 
street corners menacingly, and any number of 
other issues.

Then drilling down a level to the property in 
question itself, severe structural issues such as a 
major roof repair or obvious evidence of concrete 
cancer or rotten stumps could be deemed 
problems that the buyer doesn’t want to take on.

Recognise that there are certain things that 
should stop you from buying a property under any 
circumstances.

And as you can imagine, while untrue statements 
or misrepresentation might not be allowed, there 
can be many half-truths spoken during a real 
estate transaction.

Therefore, as the buyer you need to satisfy 
yourself that there are no unacceptable defects

before signing a contract and making a purchase 
unconditional.

Theoretically, you could pursue the seller for 
damages if you can prove they knew about an 
issue relating to the property that you couldn’t 
reasonably discover by inspection.

But I wouldn’t bank on it.

You need to have the title checked to make sure 
that you are buying what you think you are.

Buying a property is not like buying groceries.

You can’t change your mind and take it back after 
settlement.

It is quite common for excitable buyers to rush 
into a property purchase, only to feel buyer’s 
remorse very soon after the transaction has been 
agreed.

By the way, you shouldn’t feel too bad or foolish if 
that happens to you.

Over years and years of buying property, I’ve 
seen this take place more times than I care to 
mention, even when thorough research has been 
undertaken and the purchase in question turns 
out to be an outstanding one.

While experiencing a level of buyer’s remorse 
is normal to some extent, you always need to 
consider that property can be an illiquid asset 
with high transaction costs.

You should never enter a real estate transaction 
lightly and without doing your full due diligence.
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Other issues might be deemed to be reasonable 
wear and tear for a property of the age it is, and 
therefore no action is to be taken.

There’s no one size fits all, and much will depend 
on the relative balance of power between buyers 
and sellers prevailing in the local market at the 
time.

Sometimes building and pest report will throw up 
red flags.

That means, major issues that should stop you 
from proceeding towards a purchase.

This can be frustrating as the inspection reports 
will be a sunk cost for you.

However, these reports are still an essential form 
of protection for you as the buyer.

And unless you are a qualified building inspector 
yourself, you should resist the temptation to take 
shortcuts as the long-term costs could be greater.

Strata or body  
corporate reports

Are you purchasing or looking into purchasing a 
property with a body corporate scheme?

If so, then you should get a report done to look 
at all the minutes and body corporate records in 
detail.

In theory you could do this yourself, but you could 
easily miss any key issues raised in the minutes.

Such a report can give you a clear picture of the 
scheme and give you the confidence to proceed 
with a purchase.

You want to be sure that the accounts are 
up to date and in good order, and that the 
administration fund and sinking fund are well 
capitalised.

How much should be in the respective funds?

That depends.

It depends on the size of the development in 
question, what work has been done lately,

and what work might need to be done in the 
future.

Ideally, there should be a reasonable buffer, 
because if not then there could be a levy raised 
to top up the funds.

You also want to look at budgets for the years 
ahead to make sure that no unexpected special 
levies are set to be raised.

And these are just the financial issues.

Within reason the minutes could show any 
number of issues that you hadn’t considered.

For example, a developer might have proposed to 
build a tower block directly in front of your view!

Or there may be unruly tenants in the block, or 
overuse of Airbnb lettings.

And then there are fire safety inspections, 
structural reports, pest inspections, insurance, 
by-laws, and more.

In short, you just want to know that you aren’t 
buying a body corporate lemon.

If there has been a material issue, then it should 
be in the minutes somewhere.

A comprehensive purchaser’s report might 
cost a couple of hundred dollars plus GST.

But it could be the most valuable money you ever 
spend if it picks up a major problem with the 
scheme.

You could request that a solicitor reviews the 
records for you, but this is likely to be expensive.

I prefer to use a specialist company to run a 
report for me.

In Brisbane I use the following company:

Strata Assist

www.strataassistqld.com.au/

Building and pest 
inspections

Whether you perform a building and pest 
inspection before making an offer or make 
your offer subject to a satisfactory inspection 
depends on the circumstances and which state 
you are buying in.

In Brisbane, for example, it’s often possible to 
make an offer subject to a satisfactory inspection 
within 10 business days.

In Sydney, where the market was running hot for 
several years, it was more likely that you’d need 
to get any due diligence done quickly before 
making an unconditional offer.

In any case, you need to be certain that you aren’t 
going to pick up a major structural issue when 
you buy a home.

If you are buying an established property, 
there is likely to be some wear and tear.

The big-ticket items that can potentially be 
awfully expensive tend to include termites (white 
ants), damp, mould, timber rot or decay, drainage 
or water issues, roof problems, asbestos, and 
structural deficiencies.

Non-compliant buildings may also be an issue.

For example, if an owner has added a carport it 
needs to be certified.

If you are buying an apartment that’s on a strata 
scheme or body corporate, then you may still 
commission a building and pest report.

However, the report is unlikely to cover the entire 
complex.

And, therefore, you will also need to order a 
special report that looks at the latest minutes 
and accounts to make sure that there are no 
unexpected levies coming your way post-
purchase.

I use building and pest inspectors that prepare 
reports for me using a traffic light system.

Green items are not a problem.

 
 
 
 
 
 
Amber issues may require further investigation, 
or the vendor to remedy depending on the age of 
the property and the circumstances of the sale.

And red issues could be seriously or costly and 
will need further investigation before committing 
to a purchase.

The issues that often crop up that could cause 
major costs include but are not limited to the 
following:

•  Roof damage

•  Exposed asbestos

•  Cracking or movement in the brickwork

•  Rotting timber or stumps

•  Signs of live or previous termite activity

•  Moisture or damp in the ceiling or walls

•  Balconies that may not be safe – now or in the 
future

•  Uneven steps (a common cause of tenant 
insurance claims against landlords)

•  And more

The building and pest inspection reports are a 
good place to start with reading about any issues 
identified.

Then you need to follow up by discussing these 
issues with the inspectors.

In today’s litigious world they may give you 
a slightly different impression in a verbal 
discussion about the seriousness of risk relating 
to certain issues (most professionals must be 
wary of being sued these days).

Once you’ve discussed any issues arising with 
the inspectors in question then you’re in a more 
informed position to go back the selling agent to 
discuss how to deal with them.

Some issues might be remedied by the vendor, 
either immediately or before settlement (in which 
case they might be included as a settlement 
condition in the contract).
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Flood maps

Investors should typically steer clear of 
properties that are at risk of experiencing serious 
flooding.

The insurance premium will be higher, and the 
capital growth could be stunted.

That’s because even if there isn’t a flood, then the 
next buyer could have the same doubts,

which diminishes the potential competition for 
the property.

And then, of course, there’s the risk of an actual 
flood happening!

Flood defences may improve over time, but 
extremes of climate probably will not, based on 
prevailing trends.

 
 
 
 
Sometimes homebuyers might take the risk of 
buying a property that’s flooded in the past if 
it’s their dream home, or if the price is attractive 
enough.

But use some common sense.

There’s a big difference between a property that 
had some minor overland flow in the bottom 
corner of its garden and a house that has been 
flooded up to the roof level.

www.brisbane.qld.gov.au/planning-building/
planning-guidelines-tools/online-tools/ 
floodwise-property-reports

While these reports aren’t always complete or 
guaranteed to be accurate, they are a useful 
starting point that might prompt you to undertake 
further research.

I’ll say on several occasions through this book 
that common sense can take you a long way in 
real estate decisions.

If you’re looking at homes with good drainage 
at the top of a hill, don’t waste too much time on 
this.

In low-lying areas that are close to a river then 
there may be more cause for concern, especially 
if your search area lies close to the tropics.

Remember the old law of engineering: if 
something can go wrong, eventually it will.

If you keep the popular adage of Murphy’s 
Law front of mind, this will help you to make a 
sensible decision.

FIGURE 5.2 – EXAMPLE FLOODWISE REPORTFIGURE 5.1 – EXAMPLE FLOOD MAPS
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— CHAPTER SIX —

The 
negotiation

Playing hardball, raising 
the ante, standing your 
ground, or reaching a 
compromise?

I cringe when I remember how nervous I was 
about negotiating when I first bought a property.

I was young, and I barely had the self-confidence 
to negotiate at all.

Always remember that when you buy a property, 
the advertised price is not set in stone.

It’s simply a starting point for negotiation.

The negotiation

Negotiation is a skill and an art form and could be 
the subject of an entire book.

Firstly, you need to thoroughly understand the 
method of sale.

Failure to do so means that you will be 
negotiating from a considerably weakened 
position.

Is the property you are interested in expected to 
be sold at auction or by private treaty?

The two processes are quite different, and you 
need to prepare accordingly.

In fact, so different are the buying processes that 
I’ve dedicated the next chapter of the book to 
how to prepare for auction.

The remainder of this chapter assumes that you 
are looking at a property to buy by private treaty.

Learn the rudiments of persuasion.

Part of the skill of negotiation in real estate is to 
make the vendor think that saying yes was their 
idea.

One way in which you can do this is to offer them 
an ‘out’.

Or if the vendor feels as though they are getting 
something extra out of you then this can also help 
to get them across the line.

So, you need to consider what issues are trivial to 
you, and which might be significant.

Heart versus head

We often say that buyers should use their head 
not their heart when buying real estate.

And yet, the truth is that people do buy property 
emotionally.

And therefore, what is an attractive home to you 
will likely be attractive to others too.

And this could drive future capital growth.

Which is a good thing!

So being completely emotionally disconnected 
from a purchase isn’t quite right either, especially 
for a homebuyer who is going to need to enjoy 
living there.

It’s not purely a numbers game.

Often a high rental yield represents stunted price 
growth, or a risk of some sort.

This rule is true of most financial assets.

If the yield is especially high, this means that the 
price is unusually low.

Which almost always represents some form of 
risk.

As the saying goes:

There are no free lunches in investing.

What about if you find the perfect home for you 
and your family?

Is it okay to buy emotionally then?

Ultimately, only you can make this call.

But the answer is possibly yes.

A home is a financial investment, it’s true.

But it’s also an investment in your own happiness.

 
 
 
 
So provided you don’t pay an outlandish price or 
buy a property that could land you in financial 
hardship or distress for any reason, then it may 
be acceptable for you to stretch yourself to buy a 
dream home.

One situation to be wary of is holiday homes.

It is true that some people buy holiday homes and 
continue to enjoy them for many years.

But equally there are many more who would be 
better served to pay for a holiday let each time 
they fell like going away.

If you must buy a holiday home, give yourself 
a fighting chance by installing a self-imposed 
cooling-off period.

Many of the worst financial decisions in real 
estate are made during or immediately after 
holidays when emotions are still running high 
and the desire to escape the rat race is at its 
strongest!

‘It’s tough to negotiate 
from a position of 
weakness.’

—ROBERT KIYOSAKI —
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6 rules for the  
art of persuasion

Although we like to think that we’re all different, 
we are more like each other than we’d care to 
admit.

For this reason, it is possible to learn the art of 
persuasion, because most people respond to a 
certain set of rules.

Here are six things that you can do to improve 
your chance of negotiating well with a 
counterparty.

1. Reciprocity

People feel obliged to give back if they have been 
given something.

That’s why you might be offered a chocolate mint 
at the end of a restaurant meal, for it adds to the 
likelihood of you leaving a generous tip.

How does this apply to a real estate transaction?

The answer is that you need to push hard for a 
great deal, while making the vendor feel that 
they are getting something worthwhile out the 
transaction from you too.

Each circumstance is different, but try not to 
approach the negotiation with a pig-headed or 
inflexible attitude.

2. Scarcity

When people believe something is scarce, they 
are more likely to act (whether they are right or 
not).

So, you need your offer to have the impression 
of scarcity, be that driven by time constraints or 
limits, or being a ‘once only’ offer.

 
 
 
 
 
 
3. Likeability

Sometimes a vendor will sell to you in preference 
over another buyer simply because they like you 
more.

It’s an overlooked point, yet it can hold true.

We see the same in workplaces too, where 
likeable staff can be promoted ahead of more 
diligent or qualified candidates.

Favouring people we like is the way we’re wired 
to work as humans, so use this trait to your 
advantage.

4. Herd mentality or consensus

In 2018 I noticed that the Hamptons style 
property was all the rage in Brisbane.

The all-white look often saw well-presented 
homes achieving phenomenal prices, even on 
small lot properties, simply because this was the 
must-have trend of the year.

As humans we are programmed to fear being 
an outsider or rejected, as it harks back to the 
ages when this potentially meant alienation and 
starvation.

It’s a survival mechanism, but it doesn’t help 
us too much when it comes to making rational 
financial decisions.

Instead of going against the grain and buying 
quality assets when they are cheap and out of 
favour – which is the most logical thing to do – we 
feel more comfortable piling into overheated 
markets because everyone else is doing it too.

Alongside its close cousin the fear of missing 
out, this safety in numbers approach is one of the 
causes of speculative frenzies and asset price 
bubbles.

The best outcome from a negotiation is a win-
win scenario where both the buyer and the seller 
walk away happy.

Sometimes the right thing to do is say no.

Being alert and interested is a good thing, as it 
shows the seller that you are serious.

Appearing desperate, on the other hand, is 
rarely helpful, and weakens your position in the 
negotiation.

Adopt poised and controlled nonchalance, if 
you’re able to do that!

Real conversations are more powerful than text 
messages or emails.

If you can meet the vendor or vendors in person, 
this can sometimes change the tenor of a 
conversation considerably.

This can be especially useful if there are multiple 
interested parties.

If there is little to choose between offers, the 
vendors will naturally be drawn towards you as a 
real person who they have met and can trust.

You will also find out much more about the vendor 
from a real conversation.

You will discover that they are real people, 
possibly nervous about how the transaction will 
play out, or maybe not desperately keen to sell.

So much is lost in the abruptness and impersonal 
nature of electronic communication.

Don’t put anything on paper until you’ve done the 
hard yards and negotiated a favourable deal.

If nothing else this reduces the administrative 
headaches, avoiding the pain of multiple 
contracts going backwards and forwards.
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This doesn’t mean that the asking price 
reflects a realistic market value,

of course, so you still need to complete thorough 
due diligence.

Often, and especially if the property is expected 
to be sold at auction, the property may

be listed with no guide price at all (or there may 
be a wide price range quoted).

Although subscription websites can offer you an 
automated valuation or valuation range,

there is no substitute for completing a though 
valuation process yourself.

How do you do this?

The answer is simple.

Make a list of all similar properties that have 
sold in the locality in recent times, including the 
relevant characteristics (land size, number of 
bedrooms, bathrooms, car parking spaces, living 
area, etc.).

And then rank the properties in order: are they 
superior, comparable or inferior?

I use a traffic light system and colour the table 
accordingly: red, amber, green.

Now straight away you will see that there are 
judgement calls to be made.

For example, a house on a busy road is going to 
be worth less than one on a quiet street.

So, you need to work out which are the most 
comparable sales, as these will be your best 
benchmark.

For example, if you are buying an apartment 
there can be no better benchmark than a 
similar apartment that has sold in the same 
development.

If you are buying a house, then other houses that 
have sold on the same street on a similarly sized 
block of land may be the strongest starting point.

But there are more variables when comparing 
houses, including development potential, aspect, 
access, position on the street, and so on.

When it comes to negotiation, you should always 
use what you believe to be the market value as 
the starting point, not the quoted asking price.

That’s because people can become anchored to 
the first price mentioned in a negotiation.

If you start too high, then it will be much harder 
to bring the vendor down to where you believe 
the price should be.

Therefore, do the market value analysis first, and 
negotiate from around that level accordingly.

Comparable market 
analysis (CMA)

I always advise my clients to be wary of 
automated reports that you can download 
from property portals to give you some form of 
automated property valuation.

There’s an old saying when it comes to data:

Garbage in, garbage out.

An automated valuation can only be as accurate 
as the comparable properties that are fed into 
the tool, and the algorithm that calculates the 
price.

An algorithm might account for the suburb, land 
size, and median price changes over a period, for 
example.

Which might give you a rough ballpark figure.

But to some extent, valuing a property is both an 
art and a science.

And the truth is that an exact price can’t really be 
ascertained.

In fact, once you have seen a few automated 
valuations, you will see just how wild some of the 
estimates can be.

At best you can come up with an estimated price 
range to reflect prevailing market conditions.

Even if you asked three professional valuers to 
value a property, you might easily get a range 
of different results depending on the type of 
property in question.

I often see automated valuations totally misused.

As the buyer it pays to recognise these human 
character traits, as they may impact the seller as 
well as you.

5. Authority

The renowned Milgram experiment showed that 
people are more likely to comply

with requests from somebody if we believe or 
perceive that they are coming from a

position of authority.

This famous experiment also showed that people 
can take this ill-conceived logic to

outrageous extremes.

If you have a business website it should have 
prominent credibility indicators, such as

media appearances, qualifications or 
testimonials, and it’s why my dentist displays a 
copy

of his dental qualifications on his wall.

When it comes to real estate, the vendor will want 
to have the most respected agent on

their side to give their side of the transaction the 
highest possible level of authority.

What can you do as the buyer?

Firstly, be well-prepared and knowledgeable 
before engaging with the vendor.

Secondly, be professional and confident, as this 
also builds an air of authority.

It doesn’t mean you have to show up to open 
homes or auctions in your best suit and tie, 
although this may not hurt the impression you 
give.

In my experience many wealthy buyers do not 
wear suits at all! But you should certainly try to 
avoid giving off a negative impression.

6. Consistency

We all like to deal with people who are consistent.

On the other hand, we don’t like to deal with 
people who are moody, unpredictable and erratic!

If you want to negotiate well and put the seller at 
ease, it’s best to aim to be the former.

Summary

Individually these points could make a marginal 
difference.

But apply them all consistently and you can 
greatly improve your negotiating skills and 
position.

How to value a property 
(CMAs)

Valuing a property is part art, part science.

We know that this is true, because if you ask 
three professional valuers to value a property you 
can get three different opinions.

So, there is no ‘right’ market value for a property.

There is only the price that a buyer is prepared to 
pay, and a vendor is prepared to sell for.

That said, I believe that you can and should 
calculate a fair market value range for any 
property that you’re interested in.

And where possible you should resist the 
temptation to exceed the top end of that range, 
because – although the market may be hot today 
– bull markets do not run forever and eventually a 
hot market becomes a cool one again.

Hiring a professional valuer to value a property is 
one approach that you can take, but it’s not a very 
cost-effective one, especially if you need to value 
multiple properties through a search.

Sometimes properties are listed with an asking 
price.
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You don’t want to offend the vendor with a 
derisory offer.

But on the other hand, this is far preferable to 
overpaying for a property and being stuck

with the financial consequences for years.

Understand the vendor’s 
position

Ultimately a successful negotiation is about 
finding a price and terms that are satisfactory to 
both the vendor and the buyer.

Not everything will be negotiable, and when the 
market is hot the balance of power tilts in favour 
of the vendor (and vice-versa).

That said, experienced negotiators can often 
secure great deals and terms in any market.

An important starting point in this equation is 
understanding the vendor’s motivations and 
needs.

A motivated vendor is more likely to sell easily 
and at a lower price.

Some vendors want a quick sale – often deceased 
estates, separations, or financial hardship (death, 
divorce, or debt deadlines).

Therefore, you need to find out what you can 
about the vendor’s situation.

Why are they selling?

To trade up, liquidating an investment, or 
another reason?

How long have they been planning the sale, 
and how long has the property been listed 
for?

Have they tried to sell via another agent 
previously?

Have they already bought a new home?

Is it an investment property that’s tenanted 
or a home?

Remember that vendors like to feel as though 
they are getting something extra of the 
transaction.

Therefore, at the appropriate time use this 
knowledge strategically to strengthen your offer, 
if you can amend any terms to suit the vendor’s 
timetable or needs better.

If you don’t ask ... you 
don’t get

There used to be an old saying when I was 
growing up – perhaps it’s still around – that goes 
something like:

If you don’t ask, you don’t get.

That’s certainly the case when it comes to real 
estate negotiation.

Within reason, anything can be negotiable in a 
property transaction.

But if you don’t ask the question, then you can’t 
know what is potentially a point for negotiation.

You shouldn’t just assume that everything is set 
in stone.

For example, if you are looking to renovate a 
property, you might be able to negotiate being

granted access to a vacant property before it has 
settled.

If so, you’ll need to make sure that you don’t 
undertake any major structural work that can’t 
easily be reversed ... just in case there’s a problem 
with the settlement.

If it’s an investment property you’re buying, you 
might be able to negotiate advertising for a 
tenant before the settlement date.

For example, when property is owned in a self-
managed superannuation fund, the auditors of 
the fund might order an automatic valuation for 
the year-end accounts.

Unfortunately, accountants often take the figure 
as read without doing any due diligence of their 
own.

While this doesn’t matter for most sets of 
accounts, it can lead to some odd-looking 
movements in the balance sheet assets over time.

I have one property in my own superannuation 
fund, an investment in the suburb of Geelong 
West.

The first time the auditors valued the property, 
the automated result came in lower than we paid, 
while out in the real world the Geelong housing 
market was absolutely booming and leading the 
country for capital growth.

The next time the valuation came around, the 
accounts showed the property value having 
exploded, just at the time when the market was 
beginning to slow down.

Confused? I was.

But that’s the problem with automated valuations.

They’re only as good as the data that are fed into 
them and the calculations that are programmed 
in.

Unique properties

An interesting situation arises from time to time 
when you are interested in a property for

which there are no readily comparable sales.

For example, when there is a unique restoration 
or renovation that makes a property different to 
everything else that’s in the locality.

The land size and the number of bedrooms might 
give you a very rough guide.

But how do you put a price on a unique building 
with unique features?

What happens then?

After all what is a property worth?

Ultimately a property is worth what 
someone is prepared to pay for it.

No more, no less!

When a property has a scarcity value, being 
unlike any others that you can find, then you have 
a challenge on your hands.

What you then need to be able to do is gauge the 
level of interest from other buyers in a similar 
situation to yourself.

This is difficult to do when markets are quiet 
because there may be relatively few other 
interested parties.

So, you also need to be able to account for the 
vendor’s expectation, and the minimum price that 
they might be prepared to sell for.

This is especially relevant if they have just 
undertaken a major renovation, as they will be 
unlikely to sell for less than they have spent, even 
if their renovation is not exactly to everyone’s 
taste.

A unique property is exactly that, so this means 
that it won’t be possible to put an exact price on 
it.

The best you can do is to come up with an 
expected price range.

You could, for example, make a list of properties 
in the suburb of a similar size and number of 
bedrooms.

Or you could look at price per square metre of 
land. Or you could simply rank all sales in the 
suburb over the past 24 months and rank them in 
order of preference.

A unique property calls for a unique approach.

Take comfort in the fact that professional valuers 
and the agent selling the property will face the 
same problem as you in valuing the property.

They may look to be guided by the market and 
the level of buyer interest shown.

If in doubt, err on the side of caution when valuing 
the property.
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It’s their job to maximise the sale price for 
their client where possible.

Imagine that you’ve had an offer verbally 
accepted.

You’re excited.

You celebrate.

You make plans to go in and sign the contract the 
next day.

But then at the last minute, another comes in and 
makes an unconditional offer – no building and 
pest inspection, and not subject to finance – at a 
higher price than you.

The vendor is almost certainly going to be 
swayed by such an offer if they think that the 
buyer can genuinely settle as indicated.

This type of offer may be the exception rather 
than the norm, but it does happen.

Sometimes a cashed-up developer may not 
require finance terms or a building inspection, if 
they are a qualified builder themselves, or if they 
are simply planning to renovate or demolish the 
property anyway.

By the way, this is much more common in the 
United Kingdom, especially in a rising market.

The sales process is often much slower over 
in the UK, and the act of gazumping is all too 
common.

And it can be a painful exercise for the buyer.

Interestingly, the same dynamic can happen in 
reverse in a falling market.

It’s informally known as gazundering, where an 
offer can be withdrawn to be replaced by a lower 
one.

And this is painful for the seller.

There are any number of other things that 
you might or might not be able to negotiate.

Another common example is the terms relating to 
the deposit.

Traditionally a 10% deposit was considered 
common, often payable by cheque.

But these days a smaller deposit is often 
acceptable, and the terms of payment may be 
quite different.

Of course, you don’t want to offend the vendor by 
asking for something that’s clearly unreasonable.

And sometimes the answer might simply be no.

But that’s okay.

There’s no need to take offence unduly.

With negotiation, it’s a two-way process.

Sometimes you might want to negotiate a term or 
condition that obviously benefits you.

On other occasions, it might be more a case of 
finding ways to make an offer more attractive to 
the vendor.

In some instances, it’s a case of give and take.

You’ll have to be guided by intuition and find 
ways to get the deal done in a way that suits both 
parties.

Remember: if you don’t ask you don’t get.

Verbal offers: not worth 
the paper they aren’t 
written on?

Until contracts are signed and exchanged, you 
should never assume that a sale is a done deal.

I’ve lost count of the number of times buyers have 
said to me that they thought they’d made a verbal 
agreement with the vendor, only for the process 
to shift suddenly at the last moment in another 
direction.

Perhaps another buyer came in with another 
stronger offer.

Perhaps the vendor got cold feet and decided to 
hold off on the sale.

Or perhaps the vendor hadn’t cleared their 
agreement with their spouse (who then inevitably 
feels different to them!).

Or maybe the vendor’s circumstances suddenly 
changed unexpectedly, due to illness, a death in 
the family, divorce, or the loss of a job (or who 
knows what else?).

The reasons may differ, but the story is often 
similar.

You must remember that although the agent 
selling the property may be personable and 
friendly with you, ultimately, they aren’t working 
for you.

They are working for the vendor of the 
property.

And therefore, if another interested party 
shows up at the eleventh hour, then they should 
recognise in good faith when they believe they 
can negotiate a better deal for their client.

It rather depends on the circumstances.

Like anyone else, real estate agents want to 
get their job finished, so if they think another 
interested party may not be able to make a 
genuine and superior offer on a timely basis then 
they may still push to get the deal done with you.

But you can’t rely on that.
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The real estate agent might give you a few 
hints as to where you need to get to secure the 
property.

One way in which you can encourage them to do 
so is to ask if there are any similar properties 
that have sold recently that you can benchmark 
against.

Sometimes they will guide you towards a similarly 
priced property.

Of course, you can’t just take their word for it.

You still need to do your own thorough due 
diligence to make sure that the vendor’s 
expectations are realistic.

In a highest- and best-offers situation, you need 
to get into a position where you are confident that 
you know what the property is worth and how 
much you are prepared to pay forit.

Then you can submit the offer confidently, safe in 
the knowledge that you haven’t overpaid.

Sometimes you might need to accept that 
someone else has been prepared to pay more 
than you. On some occasions another buyer 
simply wants the property more than you do.

In which case, you can make peace with that, and 
move forward.

Subject to finance offers

Since 2014 Australian banks have been under 
pressure from regulators, and then from the 
Royal Commission into banking and financial 
misconduct, to tighten lending standards.

Loans that were once were once written easily 
might now be rejected.

Sometime the lender will want to see months of 
bank or credit card statements, details of store 
cards, analysis of your expenses, and more.

This has made life harder for buyers, and 
mortgage brokers.

In many cases, borrowers can’t borrow as much 
today as they might have done only a few years 
earlier.

In turn this has also made some vendors and real 
estate agents twitchier about accepting offers 
that are subject to finance.

What the sellers may be worried about is 
accepting an offer that the buyer subsequently 
can’t fulfil due to the finance clause.

The process can be quite different depending on 
the market and the prevailing conditions.

In Brisbane it has been perfectly normal for 
offers to be made and accepted subject to 
finance within 10 business days.

In Sydney it’s been much hard to make offers that 
are subject to conditions accepted, because at 
least until 2017 there always seemed to be other 
interested buyers who were prepared to move 
quicker with unconditional offers.

What happens if you have a mortgage pre-
approval but then the bank values the property at 
a lower amount than you have been prepared to 
pay?

It doesn’t happen very often.

But it can happen on occasion – most often where 
people are buying brand-new properties in fringe 
suburbs, or perhaps an apartment that was 
bought off-the-plan.

I’ve also seen low valuations come in where the 
buyer is using a non-bank lender (only for the 
property to sell for the same price a week later to 
another buyer after the sale has fallen over!).

What can you do about this?

You need to be firm about the offer process.

Once you have been through an appropriate 
negotiation process, get your best-placed offer 
down in writing.

Include an initial deposit with your offer.

And, where appropriate, put a time expiry on your 
offer to force the issue.

Indicate that you may be interested in other 
properties too if this is the case.

This way your offer can’t so easily be used as a 
tool to extract new offers from other buyers.

Highest and best offer

Imagine this scenario.

You’ve been going through a long and sometimes 
arduous property search.

Then, finally, out the blue ... bam!

You find the perfect property!

You then get all excited.

At last, you’ve found something that can really 
work for you.

But then, a problem!

At the open home, you notice that other couples 
are looking similarly excited.

Perhaps a few of them pick up contracts.

Or they are holding animated discussions with 
the agent about how quickly they can submit an 
offer.

It’s not uncommon.

After all, if you like the look of a property then it’s 
likely that others will too.

What might happen in this scenario?

You could be in a multi-offer situation.

Or a situation where the agent asks for a ‘highest 
and best offer’.

It’s a bit like the sealed bid process that you see 
more often in some other countries.

The exact process from here on out depends 
on the housing market you are searching in and 
the way in which the individual agent prefers to 
operate and manage the process.

The key is communication.

Build some rapport with the agent and speak 
with them as much as is necessary to understand 
how the offers process will work.

What are the vendor’s preferred terms?

What can you do to make the offer more 
attractive to the seller?

Remember that while the vendor is likely to 
accept the highest offer, there may be other 
factors that make your offer superior.

For example, if you can offer a longer or shorter 
settlement as required by the vendor, then this 
could help your cause.

If they advise you that all interested parties 
should submit their highest and best offer to be 
presented to the seller then you need to think 
carefully about what happens next.

How much do you want this property?

Is it a ‘must-have’ or a ‘nice to have’?

Will another property and opportunity come 
around like this next week? Next month?

Next year? Ever?

Have you run a full and detailed comparable 
market analysis?

What is the absolute maximum you should 
be prepared to pay for this property?

Of course, you won’t want to miss out on the 
property.

But you also don’t want to pay $10,000, $20,000 
or $50,000 more than the other buyers have been 
prepared to pay.
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Negotiating on price

Negotiating can be a delicately balanced process.

If you make a derisory offer that is clearly too low, 
then this can simply annoy the vendor and the 
selling agent and cripple the deal.

Nobody likes to have their time wasted.

On the other hand, your first offer should not be 
your last, so you want to go in with an offer that 
leaves you some room for manoeuvre.

A vendor will always feel better about a sale if 
they have got you to come up a bit from your 
first offer, so you want to keep some dry powder 
initially.

As you have already done your work on 
comparable sales and market conditions, you 
should be able to make an offer confidently.

You should also have a maximum price in mind 
that you are prepared to pay based on what other 
comparable properties have sold for.

Don’t forget you can negotiate on more than just 
price – you can also negotiate on the terms of 
the sale, including the settlement date, deposit 
amount and other sales conditions.

For example, some vendors might find a short 
settlement attractive if you are able to offer this, 
so that they can move on with their lives.

If you are going to negotiate a short settlement 
then you do need to be able to commit to this, so 
confirm with your mortgage broker and solicitor 
first.

On the other hand, some elderly vendors might 
find a longer settlement attractive, if it means 
that they have more time to coordinate their next 
move.

How do you find out which is the best way to go?

One way is simply asking the selling agent:

Is there anything I can do to make the offer 
more attractive?

To ensure that you’re in the strongest possible 
position to negotiate, be sure that your finance

approval is in place, the contract has been 
reviewed by a solicitor or conveyancers, and that 
you are clear about your plans for a building and 
pest inspection.

It is useful to know whether there are other offers 
on the table.

Over years of buying real estate, I can say that 
most of the time agents will tell you that there is 
plenty of interest in a property and there may be 
other interested buyers.

This may or may not be the case, and it’s up to 
you to decipher the true situation. Present your 
offer in writing to make it appear more formal 
and robust.

Sometimes it’s recommended that you attach 
a 10% deposit cheque with the offer, though 
personally I don’t do that.

Sometimes the negotiation won’t work 
immediately.

That’s to be expected, and sometimes it can work 
in your favour if the vendor thinks that you may 
have walked away or become more interested in 
another property.

As a property buyer, I normally play it cool and 
suggest that there are multiple properties 
that we’re interested in (often this is the case, 
especially for investors).

Time can be a powerful negotiation tool, and 
sometimes patience is a strong strategy.

But you need to be patient, and if this is a ‘must-
have’ dream property for you then you may find 
this much more difficult due to the emotions 
involved.

Perhaps the valuer sees these borrowers as a 
higher risk and submits a conservative valuation 
to cover themselves.

Perhaps the risk is a bit higher where the 
borrower is only using a small deposit.

That said, it’s quite rare for a valuation to come in 
below the offer price if you have done your due 
diligence and run an appropriate comparable 
market analysis.

What else could trip up a finance clause?

If your circumstances have changed since you got 
the mortgage approval, then this could cause an 
issue.

For example, if you have lost your job, or 
defaulted on the payment of another mortgage.

Cooling off

What is a cooling-off period?

It’s pretty much exactly what it sounds like!

It’s a period within which the buyer may cool off 
after having an offer accepted, and then pull out 
of the deal.

The terms of the cooling-off period will be stated 
in the contract.

Often, it’s 3 days from when the buyer (not the 
vendor) signs the contract.

Watch out for public holidays, as these can make 
a difference.

However, this may differ depending on the state, 
market or contract in question.

So, you must read the small print when signing a 
contract.

If you have a good solicitor, they should also 
make you aware of the cooling-off period that 
applies.

There might still be a penalty for enforcing a 
cooling-off period.

So, make sure you are familiar with the rules.

Of course, your circumstances can genuinely 
change.

And I know that some buyers use the cooling-
off period as breathing space to do their due 
diligence such as getting the contract proofread 
or ordering a building inspection.

Despite this, I recommend that you shouldn’t sign 
a contract in the expectation of using the cooling-
off period.

If you aren’t sure, don’t sign anything.

Waiving a cooling-off 
period

One of the more effective negotiation strategies 
is to waive the cooling-off period.

Waiving the cooling-off period tends to be a 
strong negotiation tactic because it offers the 
vendor some certainty.

Think about it from the vendor’s perspective.

An offer that has no cooling-off period means 
that the sale is more likely to go ahead, a bit like 
when a property is sold under the hammer at 
auction.

To be able to waive the cooling-off period as 
the buyer, you need to have done all your due 
diligence beforehand.

As so often is the case, whether you need to go 
down this route will depend on the state of the 
market and the level of interest in the property.

During Sydney’s most recent property boom, it 
was common for buyers to sign a 66W certificate.

In New South Wales, the 66W is a certificate 
signed by the purchaser’s conveyancer in 
accordance with the Conveyancing Act which 
waives a purchaser’s statutory right to a 
5-business day cooling-off period.

In other markets the balance of power has 
been more in the hands of buyers and therefore  
conditional offers have been more typical.
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The auction process

The popularity of the auction process for selling 
property maybe unique to Australia.

We have auctions in London, but by comparison 
they are quite soulless, often held in an 
anonymous hotel conference room with dozens 
or even hundreds of properties and leases being 
sold in a day.

Australia’s auctions can be pure street theatre by 
comparison.

Visitors from overseas are often amazed at 
how Aussies sell even humdrum houses like 
fine Picassos, with a full audience of interested 
neighbours and other parties often in attendance.

The idea of selling a house by auction in the 
garden or on the street is no doubt to create an 
emotional attachment for the prospective buyers.

It often works too.

Auctions are most popular in Sydney and 
Melbourne, and in some of the blue-chip suburbs 
of Brisbane.

Elsewhere, private treaty is more common.

Wet weather blues

How often do you read in the paper that auction 
clearance rates of results were dampened

by wet weather?

Quite often, right!

I suppose in the event of extreme weather, such 
as we occasionally experience in sub-tropical

Queensland, then auction activity can be 
depressed.

But is a bit of light drizzle – or even a hailstorm or 
high temperatures – likely to deter people

from spending a million dollars on their dream 
home?

Somehow, I doubt it!

So, if it’s not wet weather that can keep buyers 
away from an auction, what might?

Often, it’s surprisingly trivial issues, such as a 
poorly decorated or messy home.

The thought process goes something like this.

If this part of the property doesn’t look 
great, I wonder what other issues are 
lurking?

— CHAPTER SEVEN —

Buying at
auction

Counteroffers

Try to discover how many other offers have been 
made (either in writing or verbal offers).

You can ask the agent how many contracts have 
been requested, and how many prospective 
buyers have come back for repeat inspections.

This might give you an indication of the level of 
interest in the property.

In saying that, I wouldn’t take the agent’s 
response at face value unless you know them 
personally.

To be honest, many agents will try to convey that 
there is enthusiastic interest from other buyers 
whether this is the case or otherwise.

If you respond to a counteroffer, try to think 
of other ways you can make your offer more 
attractive to the vendor, in addition to changes in 
price.

Often vendors psychologically like to feel as 
though they have ‘got something more’ out of the 
negotiation process, so consider what you can 
offer them in respective of improved terms.

Again, when the market is strong there will 
be less scope for negotiation from the buyer’s 
perspective and vice versa.

Sometimes the right thing to do is walk away.

If you do this, the vendor may come back to you 
later, or the deal may be lost.
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Buying prior to auction

If you don’t like the idea of an auction process, or 
if the market is running hot and it

doesn’t appeal because you fear a bidding war, 
you can always try to buy the property before the 
proposed auction date.

Learn to listen carefully to what the agent is 
telling you.

Sometimes an offer prior to auction might be 
exactly what the vendor would like.

Especially if they are fearful of not selling on the 
auction day.

If you are going to buy property during the sales 
campaign and before the auction date, you need 
to do your due diligence quickly and efficiently.

And you typically need to be able to submit the 
offer well in advance of the auction.

It’s not much use making a conditional offer the 
day before an auction is scheduled to take place.

That’s too late, and it doesn’t give the vendor any 
sense of certainty.

One of the reasons that vendors might like an 
auction sales process is that it delivers a tangible 
result on a timely basis ... if the campaign is 
successful.

Negotiate auction and 
purchase terms

If the property is being sold by auction, you can 
negotiate the terms of sale before the auction.

Since there is no cooling-off period where a 
property is sold at auction, this needs to be done 
well in advance of the event.

You may also negotiate inclusions, such as the 
fixtures and fittings to be included in the sale, or 
any other contract terms that you consider to be 
unfavourable.

Commonly negotiated terms include the size 
of the deposit, how and when the deposit is 
payable, the length of the settlement period, 
and any terms related to an existing tenancy (for 
example, whether the property will be a vacant 
possession).

Preparing for an auction

You need to be certain how much you are 
prepared to pay for a property before you attend 
the auction.

And that means planning.

One of the worst things you can do is set a budget 
and then change it halfway through the auction 
because somebody else is bidding against you.

This is where you see people come unstuck 
because they have become emotional and lost 
their heads.

Buyer’s remorse may follow if you are the 
successful bidder.

Furthermore, you don’t want to be in a position 
where you must whisper to your spouse during 
the auction about whether you should bid further.

Trust me, experienced bidders will notice this and 
will instantly assess that you are close to the limit 
of your budget, whether this is true or not.

Your goal should be to be thoroughly prepared so 
that you can bid loudly, confidently and without 
distractions.

Other times, it’s unusual or awkward settlement 
terms, such as the vendor’s insistence on a short 
settlement.

Why are they in such a rush to sell?  
Why the urgency?

What if I can’t get my finance through in 
time? Will I fail to settle?

Sometimes such concerns are rational.

On other occasions minor issues can and should 
be headed off by thorough due diligence.

Repeatedly we see auctions where they have 
been apparently dozens of interested buyers 
through the sales campaign.

And then on the day, for some reason, there are 
very few genuine bidders.

The reasons vary.

Sometimes it could even be an intangible issue, 
or just a vibe of softening sentiment!

As is so often the case, clear communication with 
the vendor is key to success.
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And who can really say how much interest 
there will be in a property until the campaign is 
launched and buyer interest can be gauged.

So, the price guide might initially be launched 
at a conservative level, but it could later be 
increased to reflect feedback from buyers.

To combat widespread underquoting, new rules 
have been introduced in some states in recent 
years to outlaw flagrant abuse of the practice.

Valuing a property is still an art as well as a 
science, though.

So, it’s perfectly possible for properties to sell on 
auction day for considerably more than the

price guide, even with the new rules now in place.

Different agents and agencies will take different 
approaches to campaigns, so it can be helpful to 
be familiar with how previous campaigns have 
tracked against expectations.

If the agent does not provide a price guide, they 
may provide a statement of information.

On the SOI there may be some examples of 
comparable sales.

These can act as a guideline for the vendor’s 
expectations.

But you still need to be sure that these 
comparable sales are realistic and comparable 
examples, and don’t simply reflect lofty 
expectations on behalf of the vendor.

The auction process can be somewhat fluid, and 
one campaign might differ significantly from the 
next.

So, there is no substitute for due diligence.

Bidding strategies

Much is written about auction bidding strategies.

The truth is that in a hot market there is a limit to 
how much you can do.

If you attend an auction where there a several 
dozen emotional bidders and some of them are 
prepared to pay over what you consider to be a 
fair market value, all the clever bidding

strategies in the world aren’t going to help you.

All you can do when the market is running hot 
is to try to buy the property prior to the auction 
date, a strategy I consider in the next section.

When the market is cooler, which will happen at 
the low point of the property cycle, you may be 
the only interested bidder.

In this instance the vendor or some agents may 
try all kinds of strategies to effectively hold an 
auction where you are bidding against yourself 
(mystery phone bidders might appear, vendor 
bids, and more mystery phone bids...).

You need to be wise to this and ascertain what is 
a genuine bid from a genuinely interested party.

How?

Experience and intuition play a big part in this.

Stop!

There comes a point in some auctions where you 
should stop bidding.

I can remember in Sydney in 2014 going to some 
auctions for apartments where the property was 
rented out for, say, $450 per week, but the prices 
were being bid up to $700,000 and beyond.

There comes a point where an investor needs to 
question whether their behaviour makes sense.

Or whether they are simply buying because of a 
fear of missing out.

Later in the cycle, in 2017, I saw some Sydney 
properties selling at auction for so far above 

Registering to bid

If you are planning to buy a property at auction, 
you will need to be registered to bid on the day.

Arrive in good time and allow for potential delays.

If you’ve indicated that you will be in attendance 
on the day with an interest in bidding,

the auctioneer might delay the beginning of the 
auction for you if you’re running late, but he or 
she probably has a busy schedule so don’t bank 
on it!

Often there is one final open home at an auction 
in the hour before the auction, so I like to arrive 
for this just to see who might or might not be 
interested.

If the auction is being held in the agency’s 
auction rooms then there may be a running or 
order of several of even many auctions to sit 
through before you get to your turn.

Take with you a form of photo ID and proof of 
address.

If you haven’t negotiated otherwise before the 
auction, you may also need to have a means of 
paying the deposit on the day.

If raising a bank cheque is likely to be difficult 
for you, then speak to the agent well in advance 
of the auction about making alternative plans 
(sometimes it’s possible to pay the deposit by 
bank transfer on the first business day after the 
auction, for example).

Price guides and 
reserves

Have you ever been confused by price guides and 
reserves?

It wouldn’t surprise me.

I’ve been confused by them myself enough times.

Let’s look.

Price guide

What is a price guide?

A price guide is pretty much exactly what it 
sounds like.

Except that it doesn’t always accurately reflect 
price expectations.

There has long been a problem with underquoting 
in Australia.

So, where a property is expected to sell for, say, 
$750,000, the price guide might be listed as 
$650,000 to $700,000.

Trust me when I say that I’ve been to auctions 
that have sold under the hammer for well over 
half a million dollars over the indicated price 
guide!

Why would an agent do this?

Partly it’s because until a property is sold nobody 
can say for certain what the market value is.

It’s also because they don’t want to scare off 
potentially interested parties buy quoting above 
the price range they are searching in.

And it also became a bit self-fulfilling.

If everyone else is doing it, we must do the 
same thing.

Agents have often copped a bad rap for this. But I 
think this is often unfair.

After all, from start to finish an auction campaign 
could run for well over a month.
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Dealing with pushy 
agents

I’m a licensed real estate agent myself, and I am a 
friend of the industry, and indeed many agents!

However, it would be fair to say that there are 
some agents who will employ pushy or even 
downright aggressive tactics towards bidders 
at auction to make them feel uncomfortable or 
make bids that they don’t want to make.

It shouldn’t be allowed, but it happens.

This type of behaviour used to bother me when 
I was younger, but these days it doesn’t, and 
certainly it would never bother any experienced 
buyer’s agent.

Passed in!

You turn up to the auction, excited and ready to 
go.

After a nervous wait, the bidding finally begins ... 
slowly at first, then comes some excited bidding 
... and then it fizzles out.

The auctioneer says they will accept another 
bid, even in a smaller increment, but none are 
forthcoming.

After counting down very gradually, the auction 
fizzles out and the property is passed in.

That means that despite whatever bids have 
taken place, the reserve has not been met and 
the property has not sold.

If you want to buy this property, then most often 
the property will have passed in to you as the 
highest bidder.

There’s a sense of anticlimax, a bit of low-key 
discussion between the onlookers, and then 
people begin to meander away.

The question is: what happens next?

If this is a property that you genuinely want to 
buy, then don’t be disheartened.

On the contrary, this may be a good thing.

Other buyer interest may be close to exhausted.

And there may be an opportunity to buy the 
property after in a post-auction negotiation.

How long can a post-auction negotiation continue 
for?

Well, how long is a piece of string?

I’ve seen such negotiations wrapped up very 
quickly.

But I’ve seen others that drag on for days and 
days afterwards.

If you really want to buy the property, indicating 
to the vendor that you have other properties you 
might be interested in might help to speed things 
along a bit.

Of course, you want to be careful that they don’t 
sell the property to another buyer as a result.

After the auction

After the auction, one of a few things might 
happen.

You might be the successful bidder; in which case 
you will proceed to sign the contract for sale 
(congratulations!).

Alternatively, the property might be passed in.

In which case, there may still be an opportunity 
to purchase the property on the day, either under 
auction conditions or otherwise.

market value that there’s no way the valuations 
could’ve stacked up.

Presumably, the buyers had deep pockets!

Perhaps they were downsizing and didn’t need a 
mortgage.

If you are a mortgaged buyer and you think that 
the price has gone beyond a point where the 
valuation could come in low, then you really must 
stop bidding.

Remember there’s no cooling-off period when you 
buy at auction.

If you’re the successful bidder when the hammer 
falls, then you will be expected to buy the 
property, regardless of what the valuer says.

Related to this point, if the price is bid above your 
budget then you need to stop bidding.

Period.

Sometimes you will miss out on an auction.

That’s okay.

If the property passes in, then you might still be 
able to buy it after the auction.

If someone else buys the property, then perhaps 
it just wasn’t meant to be.

It’s said that the deal of a lifetime comes around 
every few weeks.

Maybe you’ll find an even better property soon.

Part of the reason that vendors sell at auction is 
to get buyers to become emotionally involved in 
the process.

And it’s your job to make sure that you don’t bid 
too emotionally.

Related to this point, is to consider the scarcity of 
the property in question.

If there is genuinely no other property like it then 
that’s one thing.

If, on the other hand, it’s one apartment for 
which there are many other similar units in the 
locality then it doesn’t make sense to bid too 
aggressively.

Yes, you’ve invested time and energy in this 
property, but don’t over commit.

A final, more intangible reason for stopping 
bidding is if you don’t believe you are in a genuine 
auction.

This is much less common than it used to be.

But in years gone by I’ve seen agents taking 
offers from mystery phone bidders who have 
been nowhere to be seen through the sales 
campaign.

And then as soon as you stop bidding, they stop 
bidding!

How curious...

It’s hard to be sure whether other bidders are 
genuine – but be careful about effectively having 
a bidding war against yourself.

In some states the vendor might be able to make 
a bid at auction, known as a vendor bid.

This can help to kick things off.

Or it may help to bring the bidding activity up 
to a price that’s more realistic from the vendor’s 
perspective.
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— CHAPTER EIGHT —

The offer 
and exchange

How much is the 
property worth?

How much is the property you want to buy worth?

There’s no absolute answer to this question.

Ultimately, a property is only worth what 
someone is prepared to pay for it.

Vendors often have an inflated idea of what their 
own home is worth, for various reasons.

There are automated valuation tools you can 
use to provide a guide to the market value of a 
property.

However, the results from these automated 
valuations can be sketchy to say the least.

You could commission a formal valuation from 
a professional valuer, which would be more 
accurate, but even then different valuers may 
come up with markedly different results (and 
their results can even differ depending on the 
purpose of the figure they’re commissioned to 
produce).

There are no shortcuts to valuing a property.

There is only one way, to my mind, that works.

And that is to make a list of all the similar 
properties that have sold and rank them in order.

The offer and exchange

Once you have negotiated acceptable terms to 
both buyer and seller then you will need to get 
this drawn up on a contract of sale, ultimately to 
be signed by the respective parties.

Contract review

Before you can make an offer on a property, you 
need to understand the terms of the contract.

To do so, engage a solicitor or conveyancer to 
review the contract of sale for you.

In Queensland, most properties are sold using 
a standard Real Estate Institute of Queensland 
(REIQ) contract.

This is favourable because the contract is 
standardised and reasonably short.

In some other states, notably New South Wales, 
the contracts are not always so familiar, and 
can include complicated amendments and 
attachments.

I always recommend that before any offer on 
a property is even considered, you need to 
understand how the contract is worded and any 
unusual or potentially unfavourable terms.

Valuation shortfalls

With tighter lending standards now being 
enforced, it may be the case that more property 
valuations come in lower than the agreed sale 
price.

So, what happens then?

In most instances, you want to have made an 
offer that is subject to finance.

And therefore, you have an escape route in the 
unlikely event that the valuation comes in low.

Buying at an auction, of course, is rather 
different.

You can’t bid at auction with terms and conditions 
attached to your bid.

The winning bidder when the hammer falls buys 
the property unconditionally.

So, this could be a real headache if the valuation 
comes in low after an auction sale.

Most often, the valuer will look at the auction and 
deem this to be the most transparent method of 
sale.

After all, if two bidders were happy to bid up to a 
certain price, this almost by definition should be 
the fair market value.

Occasionally, however, there may be a bidding 
war between emotional bidders that has pushed 
the price to beyond fair market value.

So, what can the buyer do if the valuation comes 
in low?

Firstly, it is possible to contest the valuation.

 
 
 
 
But, in my experience, there is little chance of a 
valuer changing their views because they’ve been 
challenged.

They are far more likely to dig their heels in.

Secondly, where necessary the buyer can simply 
tip in the extra cash as a deposit as required 
to make up the balance not covered by the 
mortgage.

Thirdly, some borrowers may be able to source 
funds from another form of borrowing such as a 
line of credit.

Or fourthly, if there is time, the buyer could 
reapply for another mortgage.
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— CHAPTER NINE —

The 
settlement

Preparing for settlement

As you move towards the agreed settlement date, 
your solicitor should prepare everything for you.

If you are using a mortgage to buy the property, 
then you will need to sign any required bank 
documentation.

And you need to ensure that the money required 
is available for the settlement date.

It’s your solicitor’s job to make sure that the 
transfer documentation is order and to liaise with 
the vendor’s solicitor to arrange everything for 
the settlement to be booked in.

They will need to agree a time and date for the 
settlement to take place.

The settlement

Most often the settlement process happens 
smoothly with little for you to do as the buyer on 
the day itself.

Your solicitor will pay the required monies 
across to the vendor in exchange for the transfer 
documents for the property.

This might include any mortgage documents, to 
ensure that you obtain clear title to the property 
you are buying.

Delayed settlements

Most property purchases progress towards 
settlement smoothly.

On the settlement date funds are disbursed, 
and the title changes hands, with this being 
facilitated by the conveyancers or solicitors on 
each side of the transaction.

But with tighter lending conditions in recent 
times, there is more scope for dates being 
pushed out.

There are plenty of other possible reasons for 
settlement being delayed.

Simple administrative errors can cause a delay, 
such as contracts being signed incorrectly or in 
the wrong name, or amendments not initialled 
correctly.

Other times there are issues with locating the 
title documents, insurance certificates, or any 
number of other paperwork problems.

The worst case is often a looming settlement 
date where the buyer does not have their finance 
in place for some reason.

Don’t be that person!

Get your mortgage pre-approved and then final 
approval early in the process so you aren’t left 
scrambling for a loan at the last minute.

It may be possible to push out settlement dates if 
required.

In Brisbane, for years I’ve used the following 
conveyancing services, and any issues arising 
have always been professionally dealt with.

Steven Watkinson Solicitors

www.swatkinson.com.au/

In Sydney, there are several solicitors and 
conveyancers that I’ve used happily and would do 
so again.

Contract signing and 
exchange

Have you found the ideal property and you are 
satisfied that you have done the due diligence, 
negotiated a deal with conditions and a price that 
you’re happy with?

If the answer is yes, then you can proceed to sign 
the contract documents.

You can exchange your contract after your loan 
has been formally approved and your solicitor or 
conveyancer gives you the go-ahead.

Normally, you will be required to put down a 10% 
deposit, although the amount of the deposit 
and how and whether it is negotiable may differ 
between the states and territories around 
Australia.

Please note once you’ve fully committed to a 
property then you likely can’t back out!

Therefore, you should always seek legal advice 
before signing any contracts or paying your 
deposit!

Caveat emptor: let the buyer beware.

Contract conditions

If the contract is drafted up subject to any 
specific conditions, then as the buyer you need to 
ensure that the conditions have been satisfied by 
the due dates for each condition.

For example, if the offer has been made subject 
to finance, then you need to make sure that your 
finance is unconditionally approved by the date 
specified in the contract.

Similarly, if the offer has been made subject to 
satisfactory building and pest inspections, then 
you need to make sure that these terms are 
appropriately dealt with by the date specified in 
the contract.

The contract might also include work to be done 
by the vendor, in terms of addressing defects, for 
example.

Final arrangements 
before settlement

After the contracts have been exchanged, 
forward a copy of the signed contract to your 
mortgage broker or bank for their final approval.

Your broker or lender should be able to guide you 
through the acceptance of the loan offer.

Before settling on the property, you also have 
the right to inspect the property to ensure that 
everything is appropriately in order.

It’s normally best to do this at least 24 hours 
before the agreed settlement date and time, in 
case there are issues arising that need to be 
dealt with.

Check that the inclusions are all in place (such as 
blinds, for example).

If there any issues arising, contact your 
conveyancer or solicitor to let them know in case 
the settlement needs to be delayed.
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The home straight

Well, you’re almost there!

Now for the final few pieces of administration!

Managing the  
post-purchase period

Congratulations on your purchase.

The property is now legally yours for you to enjoy!

Your solicitor or conveyancer will take care of 
registering the transfer of the title into your name 
after the settlement date.

If there are other issues, such as unpaid rates, 
arising, then the solicitor or conveyancer can also 
help you to take care of this, including advising 
the respective authorities that you are now the 
legal owner of the property.

If you are an investor and the property is a rental, 
then it’s normally a good idea to engage a local 
property manager to help you find and secure an 
appropriate tenant.

More on this in the forthcoming sections of the 
book.

Pack your bags

As someone who likes to travel and live in 
different countries, I’ll be the first to admit that 
packing is a loathsome chore.

It’s worse when you have kids, too!

But if you’re planning to buy a property and move 
into it, then it’s a necessary evil.

If it were just packing a few bags, that would be 
one thing.

But there is often much more to do.

It can range from connecting the Internet and 
phones to school enrolments, mail redirection, 
rental bond refunds, working out how you’ll get 
to work and where your nearest supermarket is ... 
and a whole lot else!

Naturally enough it takes time to get settled in, 
but it will all be worth it!

— CHAPTER TEN —

Managing the 
post-purchase period

If the vendor is not in a rush to move, they 
might be friendly and allow you to push out the 
settlement date.

Don’t bank on it!

If the vendor has another home to purchase, they 
need the funds urgently, and of course they are 
well within their rights to insist on the agreed 
settlement date.

And if you’re late settling then penalties can 
apply, as detailed in the contract.

This is one good reason for dealing with people 
in a courteous and polite manner through the 
process.

There are no guarantees, but if you’ve been a 
pleasant buyer to deal with then the odds of the 
agent and vendor being sympathetic to your 
cause if you need an extension are better than 
might otherwise be the case.

If you’ve been carrying on and making life 
difficult for the preceding few weeks, all 
sympathy for your plight is understandably likely 
to evaporate!
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Plant and equipment (Division 40)

Plant and equipment can also qualify for 
depreciation allowances.

The typical assets that can qualify include:

• Bathroom accessories

• Exhaust fans

• Hot water systems

• Carpets

• Vinyl

• Blinds

• Curtains

• Air conditioners

 
 
• Door closers

• Security systems

• And many more!

In 2017, the federal budget announced significant 
changes to the way in which depreciation is 
claimed on these assets.

Going forward, the only way in which these 
allowances can be claimed will be if:

• You buy a new property, or

• You add the plant and equipment directly 
yourself

Property management 
for rentals

If you have bought a property as an investor, then 
most often you will want a property manager to 
look after the rental process for you.

It is possible to manage rental properties 
yourself, but the administrative burden can be 
significant, and you’ll need to comply with real 
estate legislation.

What should you look for in a property manager?

Property management fees vary between the 
capital cities.

In Sydney, a property manager might charge 5% 
to 6% of the rental income plus GST,

plus a reletting fee, and some other additional or 
administrative charges.

In Queensland, the percentage of the rent 
charged might be 7% to 8%, but sometimes 
these fees can be all-inclusive, meaning that the 
overall charge isn’t all that much different.

You can always negotiate on property 
management fees (or try to).

In my experience there are essentially two types 
of property managers: proactive and reactive.

If you find an enthusiastic and proactive property 
manager, stick with them!

Most of the larger real estate agencies will have 
a property management arm, and generally they 
provide good services.

It doesn’t follow that one agency is better than 
another – as is so often the case, it usually comes 
down to the personnel involved.

There are also some more boutique property 
management companies.

 
 
 
 
 
 
Ideally, you want a property manager with a 
reasonable portfolio local to the area in which 
you plan to buy, so that they are familiar with the 
local market and can advise you on how the rental 
market is shaping up as you plan to advertise 
your property for lease.

Make sure that any property manager you engage 
is appropriately licensed to provide those

services by the Office of Fair Trading.

Depreciation schedule

For buyers who have purchased an investment 
property, it usually makes sense to consider 
getting a quantity surveyor to prepare a 
depreciation schedule.

The rules around what is deductible for tax 
purposes and what is not have been modified in 
recent years.

In short, there are two types of depreciation you 
can claim as a property investor.

Capital allowances (Division 43)

Capital allowances relate to the construction cost 
of the property.

These can usually be claimed where the property 
was constructed after September 15, 1987, with 
2.5% to be claimed each year on a straight-line 
basis over 40 years.

If subsequent works or renovations have been 
made to the property since it was constructed, 
then these may also qualify for depreciation 
allowances.
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— CHAPTER ELEVEN —

The 
wrap

Where to go for more...

I hope you have enjoyed reading this book, and 
that you have found it enlightening.

If you’re interested in housing market 
commentary, I run a daily blog at petewargent.
blogspot.com and you can find out a bit more 
about me and what I’m up to at petewargent.com

If you’d like to get in touch, my email address is 
pete.wargent@buyersbuyers.com.au

I wish you all the best with your property search.

And most importantly of all, remember to enjoy 
the journey!

A professionally prepared depreciation schedule 
might cost anywhere up to $750, but for investors 
this is well worth doing as the tax savings will 
typically exceed the outlay over time.

Some quantity surveying companies will 
guarantee that you can save the cost of the 
schedule.

There are several reputable companies that 
prepare depreciation schedules for property 
investors.

I use MCG Quantity Surveyors as they cover the 
capital cities.

www.mcgqs.com.au/

There are also other well-established surveying 
companies that you could try.

Lodging tax returns

If you are a resident in Australia, you’ll need to 
lodge a tax return every year.

The good news is that because everyone lodges 
a tax return there are plenty of accountants that 
can help you to do it, if you need help.

For property investors, it is possible to lodge 
a tax return yourself, but it’s probably better 
to get an accountant with specialist property 
knowledge to help you.

Your property manager should keep all the 
relevant records and drop these into an 
annualsummary that you can send to your 
accountant.

For example, they will summarise the rent you 
have received, and expenses you have paid out, 
as well as property management fees that they 
have deducted from your rent.

There may be other information that your 
accountant needs too.

For example, they will want to know if you own 
the property on your own or jointly with a spouse 
or partner.

They will also want a copy of the depreciation 
schedule to deduct the relevant figures for the 
financial year in question.

And if you have incurred other capital expenses 
or repairs costs that you have paid out of your 
own pocket.

The treatment for tax purposes may vary 
depending on whether the expense is deemed to 
be capital expenditure or a deductible expense.

Keep all receipts and your accountant can advise 
the correct treatment where you aren’t sure.

Travel expenses are no longer a deductible 
expense for property investors.

So, if you’re travelling to see your property, it’s 
probably best to do so in a prudent and cost-
effective manner!
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Appreciation  –  the increase in value of an asset 
over time.

Asset – an item of value that could be converted 
into cash.

Bull market – a financial market where prices are 
either rising or are expected to rise. The opposite 
dynamic is known as a ‘bear market’, sometimes 
defined by prices falling by 20% or more.

Capital growth – like appreciation, refers to the 
increase in the value of an asset over time.

Cash flow – a snapshot of cash coming in or out of 
a business or your personal finances, the figure 
can either be positive or negative.

Compound interest or compound growth – a term 
used in business to refer to a constant rate of 
return. In practical terms, the ‘interest on interest’ 
makes a sum of money grow faster than you 
expect over time.

Depreciation – the decrease or fall in value of an 
asset over time.

Financial advisor – a professional qualified to 
give advice on money, investments, insurance, 
mortgages, and other financial products.

Illiquid – see liquidity.

Interest rate – the amount charged, expressed 
as a percentage of the principal, charged by a 
lender to a borrower. Typically expressed as an 
annual amount.

Land tax – a tax levied by state governments 
annually on some property owners.

Leverage – in finance, often refers to the amount 
of debt used by a person or business to finance 
the purchase of assets or expanding a business. 
In a broader sense, refers to the ability to do more 
with less.

Liability – the future sacrifice of economic 
benefits that a person or entity is obliged to make 
as a result of past transactions or agreements.

Liquidity – the degree to which an asset can be 
bought or sold quickly without impacting the 
price of the asset. An illiquid asset is not easy to 
sell quickly for a good price, for example.

Mortgage – a loan in which property or real estate 
is used as collateral.

Real estate – property, generally consisting of 
land and buildings.

Stamp duty – a cost levied by state governments 
on the purchase of a property.

Transaction costs – any costs incurred in the 
making of a trade in a market, including in real 
estate (stamp duties, legal fees, agency costs) 
and share markets (brokerage).

Yield – the income returns on an investment, 
such as rent from real estate or dividends from 
stocks and shares. Typically expressed as an 
annual percentage rate based on the cost of the 
investment.

Get a Financial Grip: A Simple Plan for Financial Freedom

(Big Sky, Sydney, 2012). 
Rated in the Top 10 Finance books of 2012 by Money Magazine and Dymocks.

‘Pete Wargent gives you a simple plan for achieving financial freedom at any age’ 
–  Chris Gray, author and TV presenter of ‘Your Money Your Call’ and Channel 10’s ‘The 
Renovators’.

Four Green Houses and a Red Hotel:  
New Strategies for Creating Wealth Through Property

(Big Sky, Sydney, 2013).

‘Writing a book which is new and interesting yet relevant to our changing times is a 
tough gig. But Pete Wargent, one of Australia’s finest young financial commentators, 
achieves this in his book, sharing a wealth of information. I have been investing for 
over 40 years and read nearly every book on property ever written, yet still learned new 
concepts in this book.’ 
– Michael Yardney, Amazon #1 best-selling author and Australia’s leading expert in 
wealth creation through property.

Take a Financial Leap: The 3 Golden Rules for Financial and Life Success

(Big Sky, Sydney, 2015).

‘A blueprint for escaping the rat race and achieving financial freedom ... by someone 
who’s actually managed to do it!’ 
– Michael Yardney, Amazon #1 best-selling author and Australia’s leading expert in 
wealth creation through property.

The Wealth Way: Unlock the Power of Compounding

“This a sensible, down-to-earth, well-written book about building wealth. Pete’s ideas 
are not only easy to understand, they have the added advantage of being right: there’s 
no doubt that the best and safest way to build wealth is to save, invest patiently, and let 
the power of compounding do the work. Perhaps the most surprising thing is how hard 
that is to do, which is why books like this are so important.” 
– Alan Kohler, ‘ABC News’ and ABC ‘Inside Business’, and former editor-in-chief of 
Business Spectator and Eureka Report.

Wealth Ways for the Young: What the rich are teaching their kids about money today

Pete is one of the very best finance writers. Do yourself a favour and get this 
book.’Perhaps the most surprising thing is how hard that is to do, which is why books 
like this are so important.” 
– Stephen Koukoulas, leading global economist, Managing Director of Market 
Economics, and former senior economic advisor to Prime Minister Gillard.

— ALSO BY THE AUTHOR —— GLOSSARY OF TERMS —



105105

— CHAPTER ONE —

How much
You could save
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— BUYERSBUYERS —

The better way  
to buy property

BuyersBuyers connects connects people looking 
to buy property with some of the best buyer’s 
agents around Australia. Our aim is to level the 
real estate playing field. Our large network of top 
buyer’s agents is widespread around Australia.

All our buyer’s agents are licensed, experienced, 
and are committed to working in the best interest 
of our clients.

We offer excellent value for money with 
very competitive and affordable fees and no 
commissions. What you see is what you get.

That’s why we are quite simply, ‘the better way to 
buy property’.

WeFind: Our full end-to-end search and 
property buying service

WeBuy: A budget option for people who 
know where they want to buy

WePlan: Get an actionable 10-year property 
plan to help growth your wealth 

WeLoan: Help with home loan finance, 
budget and pre-approval

Powerful property data and insights at your 
fingertips.

BuyersBuyers has a range of bespoke property 
tools available on our website at buyersbuyers.

com.au to help you research your next purchase 
at a property, state and suburb level.

Want to find out how

BuyersBuyers
can help you plan, 
find and buy better? 
Lets talk.

1800 975 051 
contact@buyersbuyers.com.au 
buyersbuyers.com.au
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Pete Wargent is a finance and investment expert, and the co-founder of BuyersBuyers, a property 
company specialising in helping Aussies buy property. He also owns an advisory business, and a 
financial education company.

By profession Pete trained as a chartered accountant in London. Having worked for top accounting 
institutions and listed companies, he holds a range of other top financial qualifications including being 
a chartered secretary and holding diplomas in financial planning and applied corporate governance.

Pete quit his full-time job at the age of 33 having achieved financial freedom through investing 
in shares, index funds and investment properties. He is a keen blogger and posts his thoughts on 
finance, investment, the markets and much more besides, daily on his free blog at petewargent.
blogspot.com.

Pete is the author of the 2012 investment book Get a Financial Grip: A Simple Plan for Financial 
Freedom, which was rated as one of the top 10 finance books of 2012 by Dymocks and Money 
Magazine.

Pete is also the author of 2013 property investment book  
Four Green Houses and a Red Hotel:

New Strategies for Creating Wealth Through Property.

In 2014, Pete’s third book was released 
Take a Financial Leap:  
The Three Golden Rules for Financial and Life Success.

Pete’s fourth book 
The Wealth Way: Unlock the Power of Compounding,  
was published internationally in 2017.

DISCLAIMER

This book is written to provide competent and reliable 
information on the subject matter covered. However, the 
author does not operate as a licensed financial advisor. 
This book is written on the understanding that the author 
disclaims any liability from the use or application of the 
contents of this book. The reader should always consult a 
financial advisor before making any investment decisions.
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