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Different types of property and their features

n Residential property

* Houses, flats, units, apartments, townhouses, holiday units, serviced apartments,

inners city, outer city, regional

n Industrial property

* Factories, warehouses, manufacturing buildings, research and developments parks

n Commercial property

¢ Office buildings, shops, retirement villages, hotels and resorts



Different types of property and their features

n Land

n Business property

* Using a Self Managed Superannuation Fund (SMSF) to buy business

property has become very popular. Pay rent to yourself!

n Qverseas property

n Indirect property

e Unit trusts, listed and unlisted / property syndicates



SMSF and property investing

n A SMSF can invest in the following types of property

* Residential property

* Commercial property, including a factory, warehouse, etc

n There are however restrictions on purchasing property from a

person or entity that is related to a member or trustee of a SMSF



Investing in the property market

n Research before you buy

* Demographics . Past and present population rates, industry
composition, age of population, average wealth of population,
new housing starts and employment, all provide a good guide as
to the nature and viability of an investment. Much of this
Information can be found from sources such as the local council,
the Australian Bureau of Statistics, your financial adviser,
regional government economic development agencies and
commercial property researchers.

* Future of the area . You need to determine if a property that is a
good investment now will continue to be so in the future.
Industry and development forecasts, development applications,
approved development plans and population growth forecasts
can provide a good guide. They can be obtained from local
councils or their websites.



Investing in the property market

n Research before you buy

* Land availability . Low availability of land places upward
pressure on prices over the longer term. Local council can help

with this.

* Commercial property vacancy rates . High commercial
vacancies suggest a slow or slowing economy. This information
can be sourced through online real estate searches or you can
call local real-estate agencies for a fax of available properties.

* Median property values and residential vacancy rate  s.
Check the local real estate websites as well as property
websites such as home price guide. Talk to a property valuer.



Investing in the property market

n Research before you buy

* Rental returns . Conduct a rental property search to determine
average rental returns as well as supply and demand in various
sectors of the market. Talk to a property valuer.

* Employment . Check newspaper positions vacant columns to
assess the employment market.

e Strata title issues . Demand access to minutes of body
corporate meetings. These should advise you of any major
projects on the drawing board and of recently completed work.
Determine body corporate fees, make sure there is a healthy
sinking-fund balance and that the body corporate is financially
stable. There are companies who conduct this research for a
fee.



Investing in the property market

n Research before you buy

e Off the plan . If you are buying off the plan, try and check the
developer’s credentials. You can ring the state fair-trading offices,
conduct a company check though ASIC and do an online search for the
business name and its director’'s names on the internet.

* Cash-flow calculations . Last but not least, you need to conduct cash-
flow calculations to make sure the property is a viable investment for
your portfolio. Things to consider include: depreciation, interest
repayments, purchasing costs, and ongoing costs (the amount of
repairs that are due and the cost of managing the property.)

* Questions you might like to ask . Has it been painted recently? How
old are the fixtures and fittings? Will the fence or roof need replacing?
Can you afford it if the investment performs below expectations? Speak
to a financial adviser not an investment product pe ddler.



Investing in the property market

n Why do people buy property?

Think BIG picture



Investing in the property market

n Why do people buy property?

So they can accumulate
more, to spend later.



Investing in the property market — Think like Warren

n Price and Value

* Price is what you are being asked to pay

* Value is what it is really worth

* Do your research or pay someone to do it for you
* Talk to a registered valuer

* Don’t be in a hurry to spend your money

Look for Value NOT Price

Warren Buffett is perhaps the greatest investor of all time. His company, Berkshire Hathaway, has grown from over $8 a share when he

started acquiring its stock back in the 1960's to over $71,000 today, ballooning Buffett's personal holdings to over $36 billion.
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Figure 2.1: Growth in population and households, Queensland, 30 June
2006-2031
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Source: Queensland Government population projections 2006 to 2056 (medium series); Queensland Government state and
regional household and dwelling projections 2006 to 2031

The size of the average Queensland household has been declining for almost a century;
from around 4.5 persons per household in 1911 to just 2.6 persons per household in 2006.

By 2031, the average Queensland household is projected to decline further in size, to 2.4

persons per household.
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Figure 2.2: Average number of usual residents in private dwellings, by age group,
Queensland, 30 June 2006
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Table 2.1: Growth in population, households and dwellings, Queensland, 30 June
2006-2031

006 031 Change 2006—2031
Frojections — number — number Yo
Population 4,090,908 6,273,683 2,182 975 53
Households 1,585,919 2,589,124 1,003,206 63
Dwellings 1,660,745 2,711,282 1,050,537 63

Source: Queensland Government population projections 2006 o 2056 (medium series); Queensland Government state and
regional household and dwelling projections 2006 to 2031

Household and dwelling projections. Queensland local government areas. May 2010



Table 3.1: Number of households by household type, Queensland, 30 June 2006-2031

2006 2031 Change 2006—-2031
Household type — number — number %
Couple with children 471,300 628,100 156,800 33
Couple only 428,000 784,400 356,400 83
Lone person household 357,100 670,500 313,400 a8
Cne parent with children 176,000 288,400 112,400 bd
Group household 64,300 85,300 21,000 33
Remainder 89,200 132,400 43,200 48
Total 1,585,900 2,589,100 1,003,200 63

Source: Queensland Government state and regional household and dwelling projections 2006 to 2031

Household and dwelling projections. Queensland local government areas. May 2010



Table 5.1: Top 10 local government areas with greatest growth in households,
Queensland, 30 June 2006-2031

Underlying demand for

Household growth Dwelling growth new dwellings

2006-2031 2006-2031 2006-2031
Local government areas number %o number e number /%
Gold Coast (C) 145,153 77 155,621 76 162,306 / a0
Ipswich (C) 115,938 224 117,725 224 118,825 226
Brisbane (C) 115,901 29 117,021 29 139,964 35
Moreton Bay (R) 92,092 75 93,766 75 06,685 77
Sunshine Coast (R) 90,374 75 100,511 75 102,690 7
Logan (C) 71,702 77 74,366 77 76,116 79
Townsville (C) 48,756 79 49,971 80 51,040 81
Caims (R) 37,779 64 40,950 64 41,923 65
Toowoomba (R) 36,299 63 36,896 63 a7,262 64
Redland (C) 31,144 64 32,098 64 32,894 66

Household and dwelling projections. Queensland local government areas. May 2010
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Table 5.2: Top 10 local government areas with fastest growth in households,
Queensland, 30 June 2006-2031

Linderlying
demand for new

Household growth Dwelling growth dwellings
Local government areas number Yo number Yo number Yo
Ipswich (C) 115,938 224 117,724 224 118,825 226
Scenic Rim (R) 13,402 103 14,377 104 14,471 104
Gladstone (R) 19,536 97 20,826 98 21,093 99
Lockyer Valley (R) 11,214 95 11,339 94 11,421 95
Central Highlands (R) 8,399 82 9,492 81 9,570 82
somerset (R) 6,132 80 6,386 80 6,438 81
Townsville (C) 48,756 79 49 971 80 51,040 81
Fraser Coast (R) 28,090 77 30,064 77 30,589 7a
Logan (C) 71,702 77 74,366 77 76,116 79

Gold Coast (C) 145,153 77 155,621 76 162,306 80

Household and dwelling projections. Queensland local government areas. May 2010



Figure 5.2: Growth in population, households, dwellings and underlying demand for
hew dwellings, Brisbane City and Ipswich City, 30 June 2006-2031
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Figure 5.4: Growth in households, Brisbhane City and Ipswich City, five year periods 30
June 2006-2031
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Table 6.1: Underlying demand for new dwellings, South East Queensland planning
area, 30 June 2006-2031

Linderlying demand for new dwellings

2006-2016 2016-2031 2006-2031

Local QD‘H’EFHH’IEﬂt dreas — number — number o
Gold Coast (C) 71,498 90,807 162,305 80
Brisbane (C) 77,983 51,982 139,965 35
Ipswich (C) 29,623 89,202 118,825 226
Sunshine Coast (R) 41,508 51,183 102,691 77
Moreton Bay (R) 41,507 55,178 96,685 77
Logan (C) 26,503 49,612 76,115 79
Redland (C) 13,939 18,955 32,894 66
Toowoomba Statistical District 12,234 18,725 30,959 65
Scenic Rim (R) 4,549 9,922 14,471 104
Lockyer Valley (R) 4,360 7.062 11,422 95
Somerset (R) 2,359 4,078 5,437 81
SEQ Region 326,063 466,707 792,770 69

Household and dwelling projections. Queensland local government areas. May 2010



APPENDIX D: Projected living arrangements of the population, Queensland, 30 June 2006 and 2031

Parent in "couple with | Child in 'couple with | Partner in "couple only’'| Parent in 'one parent| Child in "one parent Lone person Other
children’ family children' family family with children' family | with children® family household

2008] 2031 20086] 2031 2006 2031 2008] 2031 2008] 2031 2006] 2031 2006] 2031
PERSONS
0-4 - —| 214,630 285 640 - - — - 42 340 60,680 - - 11,120 14 850
5-8 — —| 208,210 270, 640] - - — - 55 8860 a6, 7a0 - — 11,080 14 920
10-14 - —| 209750 255,820 - - — - 66,430 103,230 - - 14,160 17,130
15-19 1.930 1,290 166,270 218,860] 5,840 8,400 1,970 2,200 53,440 85,730 3,550 3,410 50,280 53,950
20-24 22,320 22,300 73,010 Q3,110 50,960 70,200 9,570 11,460 23,880 38,430 15,980 18,710 99,060 123,470
2R-29 68,920 82 320 24 040 36, 260] 73,720 108,700 14,030 21,560 5 850 16,480 21,250 28,930 62 680 a6, 660
30-34 140,110 171,430 10,750 16,410 &R 360 a3 560 19,650 27400 6,120 9190 22 610 31,910 39 270 52,320
35-38 177,380 228,710 6,030 S,500] 34,730 52,340 24,780 35,070 4 660 7,000 22570 35,310 0,150 42 080
40-44 181,180 241,630 3,760 &,200 33,400 41,670 28,440 42 640 4 320 6,360 23,750 a7, 780 27,530 30,300
45-49 165,080 216,500 2,230 4 000 52,720 63,000 26,150 44 370 3,830 6,080 26,690 41,670 26,450 32,680
h0-54 102,010 142 150 1,120 2,030 88,620 117,770 17,870 30,360 3,550 R T20 29,620 46,260 25 450 38,2590
hB-RG A6, 800 T3,800 500 940] 124,380 187,030 11,120 18,210 2 690 4 080 34 560 55,650 24 060 36,860
60-64 26 080 36,020 110 180 113,820 216 520 6,230 10,460 1,400 2,800 31,780 54,920 15,100 34 2450
65-69 13280 23,600 30 eo] 89020 209290 4330 8270 600 1580 28100 60410 15630 34530
T0-74 7,830 17,790 - - 64, 760 178,840 3,920 710 170 - 26,340 64,930 13,080 31,410
Ta-T9 4 840 12,250 - - 47 890 130,570 4 050 4 960 30 - 27,840 64,930 13,790 30,1380
A0-84 2,380 6,870 - - 26 550 83,410 3,770 10,180 — - 24 020 62,110 14 370 31,020
85+ 1,320 4 340 - — 11,100 48 480 3,670 12350 — — 18,420 58,540 22 5480 68,840
All ages 961,260 1,281,100] 921,450 1,205,140 872,970 1,599,920 179,530 294,160 279360 434,210 357,110 670,470] 519,850 788,880

The dafa haz been prepsred using fthe latezt available informafion.

Nofe thaf the figures sef oul herein are zubject fo change az part of PIFU's ongoing program of updafing and refinement.

For more information please contact PIFU on (0T} 3237 1115 or wiaif our webasite www.osar.gio.gov_awpifu

Digclaimer: While every care hag been faken in preparing these dala, neither fhe Siafe of Queensiand

nor Demographics Auszfraliz sccepis responszibility for decisionz or achions faken s 5 rezulf of the dats In this report.

Source: Housshold and dwelling projecticns Quesnsland local government areas 2008, Office of Economic and Statistical Ressarch, Queensland Treasury

Household and dwelling projections. Queensland local government areas. May 2010




PRELIMINARY DATA
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APPENDIX G: Dwelling projections, local government areas, 30 June 2006—-2031

Local government area

Total private dwellings

Change to dwellings

Average occupancy

(C)City (R} Regional Counci

(5) Shire Council

(T) Town

rate
2006 2011 2016 2021 2026 2031 — 20062031 — 2006 2031
(2008 ASGC) — number — number % — ratio —
Aurukun (S) n.a. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Balonne (3] 2202 2 200 22149 2274 2322 2,345 143 6.5 224 215
Banana (5) 6451 6,635 6775 6,896 7 067 7,264 a3 126 242 232
Barcaldine (R) 1,762 1,789 1,876 1,909 1,912 1,928 164 93 1.06 1.78
Barcoo (5) 239 236 253 266 284 293 L] 247 1.60 1.46
Blackall-Tambo (R} 1,176 1,165 1,195 1,243 1,281 1,331 155 132 1.82 1.71
Boulia (3) —aad 230 229 241 ] 284 —a 21.9| 1.93 1.90
:'ﬁsbane c) 347 984 434 064 487 646 4080 237 A4, 382 515,005 117,021 2594 249 27|
Bulloo I:g:l g 220 210 i ) 220 " 14 1.78 1.62
Bundaberg (R) 36,898 41,428 45 B8 459 518 R3,890 58,800 21,802 e I 238 2322
Burdekin (5) 71,765 7855 8213 8502 8752 8,934 1169 151 233 1.99
Burke (3) 300 349 354 397 422 439 139 46.3 1.77 1.43
Caims (R) 64,283 75,185 83,512 90,910 a7y a6z 105,233 40 950 637 230 212
Carpentaria (3) 1,233 1,230 1,226 1,245 1,265 1,276 43 35 1.68 1.53
Cassowary Coast (R) 12,503 13,002 13,688 14,441 15,108 15,783 3,280 262 237 2.09
Ceniral Highlands (R) 11,726 13,825 15,665 17,418 19,305 21,218 0492 209 2.4 2.2
Charters Towers (R) 5,108 5244 5,661 5,984 6,256 6,472 1,366 26.8 238 2.09
Cherbourg (3) n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Cloncurry {S) 1,354 1,408 1,422 1465 1496 1,530 176 13.0| 249 210
Cook (5] 2.030 2,088 2214 2379 2 592 2,786 ThE arz 1.82 1.65
Croydon (5) 153 160 165 173 184 195 42 275 179 157
Dalby (R) 12 352 13,233 14122 14 967 15,653 16,238 3,888 i1a 244 227
Diamantina (S) 203 203 215 222 227 238 35 172 1.49 1.42
Doomadgee (3] n.a. n.a. n.a. n.a. n.a. N.a. n.a. n.a. n.a. n.a.
Etheridge (3) a4 509 635 Lallae] 709 750 166 284 1.64 1.29
Flinders (3) G541 856 aiT 979 4974 a7a a7 349 203 176
Fraser Coast (R) 39102 46,427 52670 53,200 63,647 6e,166 30,064 76.9| 229 219
Gladstone (R) 71 1748 5 FRT 20 200 17107 ar4a3 42 14 20 877 ars _2.53 2.32
"[Gold Coast iC) 203 568 237,804 272859 305 206 333514 350,189 155 621 764 229 2.19]

Household and dwelling projections. Queensland local government areas. May 2010



APPENDIX G: Dwelling projections, local government areas, 30 June 2006—-2031

Local government area Total private dwellings Change to dwellings | Average occupancy
rate
2006 2011 2016 2021 2026 2031 — 20062031 — 2006 2031
(2008 ASGC) — number — number % — ratio —
Goondiwindi (R) 4462 4 754 5,057 5,366 5,589 8,771 1,209 293 24 214
Gympie (R) 18,645 21,062 22,080 24,611 26,190 27,732 0,087 487 235 2.24
Hinchinbrook (S) 5 555 512 54978 6,270 6,402 6,687 1,142 20.6 220 1.63
Hope Vale (3] = ] -] Bl Do L2 | 03 03 N.a.
e MIpsWich (C) h2 577 63,390 21,8049 105,851 135,868 170,302 117,725 2239| 271 2.55
Isaac (R) 4405 4 bdd 0, = T 100 13,074 14,023 T ] T 249 246
Kowanyama (3) na. na. na. na. na. na. na. na. na. na.
Lockhart River (3) n.a. n.a. Mn.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
—lLockyer Valley (R) 12048 LT 15252 40 500 24038 22357 14370 266 2 46
— L0EN (C) oG, 706 108,217 122,648 138,412 154 240 171,072 74,366 769 2.69 2449
Longreach (R) £, TH1 2181 2,290 2,364 24590 2,030 445 i 1.07 1.90
Mackay (R) 40,623 43 182 56,078 62,196 66,234 69,320 28,708 707 2.64 260
Mapoon (3] n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
— Eﬂ;ﬁin]av (5] AR ATT AT4 A2 AG0 (=Y win} AR 'al:i- 7 16 1
= JMoreton Bay (R) 125,191 144 183 165,751 186,937 204,855 218,857 93,766 74.9] 266 2.39
Mornington (5) oA, T = = T Tra. T.a. n.a. r.a. r.a.
Mount Isa (C) 8,111 9,811 9693 9833 10,182 10,718 2,607 321 2.60 242
Murweh (3] 21598 2197 2,242 2,288 2,330 2,366 168 T6 2.21 203
Mapranum (5) n.a. na. na. na. n.a. na. na. na. na. na.
Morth Burnett (R) 5,156 5,325 h044 5,767 5,066 6,117 061 18.6 2.09 1.89
Morthern Peninsula Area (R) n.a. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. na.
Palm Island (5] n.a. n.a. Nn.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Paroo (3) 1,120 1,119 1,119 1,119 1,124 1,129 # 0.8 1.84 1.71
Pormpuraaw (3) n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Quilpie (5) 554 547 A73 508 605 G615 61 11.0| 1.89 1.76
Redland (C}) a0,017 56,451 63,690 71,112 77423 82,115 32,008 642 2562 2.30
Richmond (3) 446 441 434 439 448 452 # 1.3 217 1.82
Fockhampton (R) 42 736 43 421 52,8649 57,060 61,126 65,208 22472 28 252 235
Roma (R) 5,788 5,004 6,314 6,634 6,801 6,870 1,081 18.3 2.26 215
Scenic Rim (R) 13,872 15,764 18,392 21,306 24 570 26,249 14 377 103.8 2.50 2.51
Somerset (R) T 882 0 055 10,324 11,690 13,023 14 368 6,386 80.0| 247 228
South Burnett (R) 13,068 14 337 156,304 16,084 16,774 17,378 4310 330 2.36 220
— =4} 131 740 15 057 53k et =, - 10000 L A= 245 2 20
Sunshine Coast (R) 133,916 154 411 174,703 104 438 214 144 234 427 100,511 T5.1| 2.20 214

(C)City (R} Regional Counci

(5) Shire Council

(T) Town

Household and dwelling projections. Queensland local government areas. May 2010



APPENDIX G: Dwelling projections, local government areas, 30 June 2006—-2031

(i) Excludes Cherbourg (5)
{c) Excludes Woorabinda ()
{d) Excludes Palm lsland (5)

(2] Excludes Doomadgee (5), Kowarnvama (5) and Momington {3)

() Excludes Wujal Wujal (S) and arrabah (5)

Local government area Total private dwellings Change to dwellings | Average occupancy
rate
2006 2011 2016 2021 2026 2031 — 20062031 — 2006 2031
(2008 ASGC) — number — number %% — ratio —
Tablelands (R) 17,935 19,774 21,382 22780 24,080 25,289 7,354 41.0 243 2.21
Toowoomba (R) hB 633 65,300 73229 an a9 ag, 152 95529 36,8596 629 258 239
Torres (5) 1,152 1,239 1,369 1,651 1,781 2,010 Baa 745 304 249
Torres Strait Island (R ] 0.2 n.a (] Do 0.2 L 0 na. n.a.
TTownsville (C) 62,802 74 626 87 314 97,392 105,414 112773 489 8971 796 263 240
Weipa (T) T.231 TA75 TEo] T.o00 T.o00 T.068 T2 LN 242 2.25
Whitsunday (R) 14,863 17,000 19,199 21,070 22 651 24,145 G232 G625 2.1 1.99
Winton (S) 833 822 Calay 889 aM 957 124 14 9 177 1.61
‘Woorahinda (2) na. n.a. n.a. n.a. n.a. na. n.a. n.a. n.a. n.a.
Wujal Wujal (3) na. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Yarrabah (S) n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Queensland(a) 1,660,745 1,881,369 2,108,749 2,322,067 2,519,401 2,711,282 1,050,537 63.3 2.46 2.3
Regional Planning Areas
SEQ Region 1,141,651 1,281,423 1,454 219 1,610,155 1,756 311 1,885 501 753 850 B66.0 248 234
WEEB 2026(h) 112,864 128,579 142,056 154,178 166,468 179,193 66,324 RB.A 233 220
MaBRPA 7,950 8,103 8533 8,008 124 02324 1,234 154 225 215
Siouth West 4083 4,082 4182 4223 4274 4335 242 59 2.04 1.89
COANMIC) 8227 04 445 104,603 114,564 124,051 135,874 53,603 652 250 232
Ceniral West 6,637 6,633 6,928 7153 7,374 7670 1,033 156 1.89 177
WHAM 63,951 74 830 86 277 95 437 101,954 107 518 43 BET 681 250 238
MC(d) a1,228 a3 640 107 169 118,149 126,914 134 878 53,648 660 258 233
GROF{g) 2270 2338 2385 2 484 2 581 2 659 389 17 1 167 145
Morth West 11,315 13,003 13,000 13,194 13,603 14,187 2,872 264 2.50 229
Far Morthif) g4, 721 107,961 118583 128,111 137,050 146,306 51,685 h45 233 213
{a) Includes the former Aboriginal and |sland Councils and houssholds which could not be allocated fo an LGA (C)City  {R) Regional Council  (S) Shire Council  (T) Town

Household and dwelling projections. Queensland local government areas. May 2010




Chart: Unemployment in Australia the lowest in G7

Unemployment: Global comparison
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Share of mortgages being fixed slumps to record low
RBA Cash and Share of Mortgages Being Fixed

percentage of all new home loans fixed
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Index Rebased to Dow Value at Oct 2007

Divergence from Great Depression scenario

USA Dow Jones index
Comparing Stock Market Crashes in 1929, 1987, 2000 and 2007-09
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Investing in the property market — Be fully informed

THE7'3O REPORT

Home Archives About Us Letters Features Vodcast Clarke and Dawe 7.30 Select

Prof. Robert Shiller joins The 7.30 Report Aol e 420 Report

Australian Broadcasting Corporation Print 7
Broadcast: 02/03/2010 - r
Reporter: Kerry O'Brien ’

".
\

While the US is climbing out of its worst slowdown since the great
depression, some of the country's most credible economists aren't ruling out
the possibility of a slide back into recession. Yale University economist and
author Professor Robert Shiller joins The 7.20 Report to discuss where the
USs housing market, and the global economy, is heading.



House Prices

KERRY O'BRIEN: Australia’'s housing downturn was relatively short-lived and we're
now heating up again gquite substantially in most cities. What's yvour instinctive
reaction to that?

PROF. ROBERT SHILLER: I would imagine that it has bubble aspects to it. But, you
know, maybe I shouldn't say; I'm a foreigner, I'm not ... I was recently in China and 1
got to talk to a lot of people. And I could smell and sniff a bubble there. What I mean
by that is I could see that people's judgments were influenced by rnising prices, and
the rnsing prices were amplifying for them optimistic stories, and that's what happens
in @ bubble. We've seen this happen in the United States. I've been doing
questionnaire surveys, and during the - in 20032, when our boom was going
gangbusters, we were seeing 15 to 20 per cent expected returns for 10 years.



House Prices

PROF. ROBERT SHILLER.:

People thought it's gonna go on forever. I know because we've done questionnaires
and asked them. And it was a wild expectation. It was generated out of excitement
from the real estate price increase. And we know that the cities where prices were
going up more, there were stronger long-term expectations. These expectations
were ulbimately violated because the prices came down, but - so I don't think they
were rational expectations; they were bubble expectations. And there's an easy
tendency for this to happen again. So when I hear that in Australia prices are going
out rapidly, I'm inclined to suspect that something similar to what has happened in
China 15 happening. And I think that the Australians may well be deceived, just as we

were In the United States, by the sense that prices never fall here. That Australia
hasn't seen any significant drop of prices, that seems to mean, in a very intuitive way
of thinking, that it can't happen here. But that's exactly what ulomately makes it
happen.




PROPERTY | =

Australian housing market holds sub-prime danger

By Glenn Milne and Mick Gardner | The Sunday Telegraph A+t A~ | Share n l’__"l E

March 22 2009 12:01am
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Australia copying US mistakes Bankruptcy risk driven by stimulus "First homebuyers most
vulnerable”

AUSTRALIA is facing its own version of the US sub-prime housing crisis, with thousands of
young homeowners risking bankruptcy as a result of Kevin Rudd's economic stimulus package.

That is the grim warning from the economic expert who first called the debt crisis that is driving
the global financial meldown.

Dubbing the looming crisis "sub-Prime Lite.” Professor Steve Keen told The Sunday Telegraph
Australia was making the same mistakes as the US.




The Rule of 72 vs. Housing

By Dan Denning « June 16th, 2009 « Related Aricles = Filed Linder

Maybe we're wrong. We often are, and will be again {(and again). But we suspect that the governments policy to
bring demand forward at the bottom end of the market will destroy future demand at ALL levels of the market. And
aone maore point about housing. Quit sending in e-mails telling us it doubles every ten years.

Seriously. Stop it. We're tired of reading them. Housing does not double every ten years. That is simply not true.

To get the doubling time for any investment you divide the interest rate you're getting by 72. This is known as "The
Rule of 72°. For example, an investment earning seven percent per year compounded would double in 10.3 years
(F27=10.28). ¥You can see how absurd it is to suggest that it's possible for housing (or any investment really) to
grow infinitely at a rate of 7%.

By the way, if you want to see more on inherent possibility of exponential growth-and you are not easily bored-give
this video a try. And after reading it, tell us if you agree or disagree with the following statement: a fiat money system
accelerates the depletion of resources and the misallocation of capital.
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'Peak debt’ approaching as house prices outstrip

Incomes

By economics correspondent Stephen Long

Update hu Mar 25, 2010 5:44pm AEDT

The gruwth in household debt and house prices in
Australia is unsustainable and the nation must at

some stage hit "peak debt’, according to a senior
partner in one of the world's biggest management
consultancies.

"In the past ten yvears our household debt has grown
much faster and to a much higher level than it is in
places like the the UK and the US where we tend to
look at them and say, 'my goodness, look at that
incredibly high level of household debt',” Michael
Rennie, managing partner of McKinsey and Co for
Australia and New Zealand, told ABC Radio's PM
program.

"You have to ask yourself, 'when does it become a
problem?'™

Michael Rennie =ayvs surging house price=s are driving
debt levels through the roof (ABC News: Giulic Saggin,
file photo)
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A housing bubble? The outlook for house prices! The Age
17/08/2010

Fosted on August 17, 2010 by Insight

Morgan Stanley’s Gerard Minack has diversified from being bearish about US equities into calling
Australian housing a dud investment, a bubble, albeit one that just might steadily deflate rather
than dramatically pop.

It's two months since Reserve Bank deputy governor Ric Battellino delivered a myth-busting
speech that included an effective defence of the Australian housing market and the sustainability of
the present level of household debt. Minack's latest newsletter to clients seems to take direct aim
at that Battellino speech, but doesnt go as far as

Svdney academic Steve Keen's Doomsday forecasting.

Minack produces plenty of evidence that Australian housing is expensive on any number of counts -
and there's no news in that for anvone looking for 3 home in the capital cities. That process of
becoming expensive made housing a rewarding investment over the past decade, but Minack
thinks being expensive will make it a poor performer in the years ahead - if we're fortunate.

The Morgan Stanley economist says there are two potential pins that might pop the bubble. The
first is Keen's dire prediction of large-scale job losses, but Minack doesnt think that's likely in the
foreseeable future. The second though is that the nation’s landlord class might realise en mass
that theyre losing money and bail out.



)I( RESERVE BANK OF AUSTRALIA
ASPECTS OF AUSTRALIA’S FINANCES

Ric Battellino
Deputy Governor

Address to Financial Executives International of Australia
Sydney — 15 June 2010

Household Debt
Let me then start with household debt.

The Reserve Bank monitors developments in household debt very closely as they
have significant implications for the economy.

Glenn Stevens summarised the Bank’s view on this last week when he noted that,
while households had coped well with current levels of debt. it would not be wise for
there to be further big increases in household indebtedness.

As you know, household debt has risen significantly faster than household income
since the early 1990s. At that time, households on average had debt equal to half a
year’s disposable income: by 2006. debt had risen to around one and a half vears’
income. Since then. however, the ratio of debt to income has stabilised (Graph 1).




Graph 1
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Most of the rise was due to housing debt, including debt used to fund investment
properties. Other household debt. which includes credit card debt, car loans. margin
loans and so on, has not changed much relative to income over the period.
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WITH THE WALL STREET JOURNAL

Morgan Stanley analyst bearish on housing market

Michael Bennet | The Australian (_August 17, 2010 12:11PM AT AT g

LOCAL property investors have become "Ponzi borrowers" in a market 40 per cent
overvalued, according to a Morgan Stanley strategist.

In a bearish note to clients this morning, Morgan Stanley strateqgist chief strategist Gerard
Minack warned Australia's housing "bubble"” could be pricked should banks tighten credit or
"loss-making” middle-class landlords start to sell.

He argues owner-occupiers are in too much debt and investors are riskily relying on capital
gains to repay their loans and interest repayments.

Compounding the problem is "illl-advised policy”, such as the government's first home-
buyers grant, which has combined to make Australian houses "40 per cent abowve fair
value", Mr Minack says.

"Buying an asset that's over-priced never ends well," he said. "The real return on
residential property over the next decade is likely to be negative, in my view."
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WITH THE WALL STREET JOURNAL

Morgan Stanley analyst bearish on housing market

Michael Bennet | The Australian | August 17, 2010 12:11PM AY A" g

On the positive side, Mr Minack said the most plausible trigger for a correction in the
Australian housing market -- broad-based jobs losses -- doesn't appear likely in the near
term. This means big price declines in the near term "seems low".

Australia's jobless rate rose to 5.3 per cent in July, from 5.1 per cent, as more people
decided to look for work and as full-time employment fell for the first time in 11 months.

The RBA - one of the few central bank's in the developed world to raise rates since the
global financial crisis -- has been on hold since May as six rate rises since October feed
through the economy. The official cash rate stands at 4.5 per cent.

But Mr Minack said Australia dodging of the worst of the global financial crisis didn't
demonstrate that there's no housing bubble.

"I'm not persuaded by arguments that houses are sustainably priced; I'm not persuaded by

the view that debt is not a problem; and I'm not persuaded that policy-makers could

prevent collateral damage to banks,” he said.
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EXECUTIVE SUMMARY

markets in Australia, Canada, Ireland, New Zealand, the United Kingdom and the United
States. The Demographia International Housing Affordability Survey employs the “Median Multiple”
(median house price divided by gross annual median household income) to rate housing affordability

(Table ES-1).
Table ES-1
Demographia Housing Affordability Rating Categones

The 61h Annnal Demographia International Honsing Affordability Survey expands coverage to 272

Rating Median Multiple
Severely Unaffordable 5.1 & Over
Seriously Unaffordable 4.1t0 5.0
Moderately Unaffordable 3.1t04.0
Affordable 30o0rlLess

Histoncally, the Median Multiple has been remarkably similar among the nations surveyed, with
median house prices bemg generally 3.0 or less imes median household mncomes. This affordability

rr:*lﬂr_ionsh_ip contnues in many hn::uusing markets of the Umited States and Canada. However, the
Median ’kIulUp]e has ﬂsc:ﬂqtfd shﬂq}l* m Australia, Ireland, New Zealand and the United I\.mgdom
and 10 some markets of Canada and the United States m recent years.




Table ES-3

Severely Unaffordable Housing Markets
Ranked by Severty of Housing Unaffordability

IMedian Median

Rank | Nation Metropolitan Market Multiple Rank | Nation Metropolitan Market Multiple
1 Canada Vancouver 93 31 New Zealand Christchurch 6.1
2 Australia Sydney 81 31 United Kingdom Bristol-Bath 6.1
3 Australia Sunshine Coast 90 31 United Kingdom Telford 6.1
T Australia ~ Gold Coast 86 31 United Kingdom  Warwickshire 6.1
9 United States Honolulu, Hi 82 36 Australia Geelong 6.0
B United Kingdom  Bournemouth 8.1 36  United States San Diego, CA 6.0
! Australia Melbourne 8.0 38  Australia Cairns 2.9
8  Canada Victoria 79 38  Canada Kelowna 59
9  Australia Waollongong 75 38  Australia Mackay 59
10 Awustralia Adelaide 74 38  United Kingdom Aberdeen 59
11 Australia Newcastle 72 41 Australia Canberra 08
11 United States Santa Cruz [ 41 Australia Townsville 08
13 Australia Darwin 1 41 New Zealand Wellington 9.8
14 Australia Mandurah 71 4 United States Oxnard-Ventura, CA he
14 United Kingdom  London (GLA) 71 45 United States Los Angeles ar
16 Awustralia Bundaberg 7.0 45  United States Santa Rosa, CA 57
16 United States New York 70 47 New Zealand Dunedin o6
16 United States San Francisco, CA 7.0 47 United Kingdom Warrington 06
19 Australia Perth 6.9 43 Australia Bunbury 9.5
20 Australia Hobart 6.8 43 United Kingdom Belfast 55
20 Ne 6.8 49 United Kingdom Northamptonshire 95
22 Australia Brisbane 6/ —> 52 Australia Rockingham 54
22 New Zealand Auckland 6.7 52  Australia Toowoomba 04
22 United Kingdom  London Exurbs 6.7 94 United Kingdom Edinburgh 2.3
25 Canada Abbotsford 6.6 54 United Kingdom Leicester 9.3
26 United States San Luis Obispo, CA 6.5 54 United Kingdom Stoke on Trent 9.3
27 United Kingdom  Plymouth & Devon 64 57  Canada Toronto 02
27 United States San Jose, CA 64 58  United Kingdom Derby & Derbyshire 51
27 United States Santa Barbara, CA 6.4 58  United Kingdom Newcastle 9.1
30 United Kingdom  Swindon 6.3 58  United Kingdom Newport 9.1
31 Australia Launceston 6.1 58  United Kingdom Perth (Scotland) 9.1




Banks are ‘lending into a housing bubble’
research firm warns

By Peter Taylor | The Daily TelegrapQ | September 13, 2010 12:10am 4 comments At A~ | Share n E E =

I Recommend B} Be the first of your friends to recommend this, Y retweet

Banks are exposing themselves to the housing market in a risky move if the property market busts, a rezearch firm has warmed /
AAP

Research wams of "property bubble burst”
Comes as house lending overtakes business
Consultant firms wams of fall in house prices
Join us over on Facebook | Twitter

BANKS have lifted their exposure to the housing market, a move that could have dangerous
implications should the boom turn to bust.



Property Finance

n Loans
n Variable or Fixed
n Interest only or Principal and interest
n Offset accounts
n Lines of credit
n Repay non-deductible debt before deductible debt

n Do you borrow at all? Consider the return



Property Finance

n Consider the return
n Assume I'm your bank manager

nYou have $500,000 to invest and | offer you an interest rate of 3%

What would you say to me?



Property Finance

n Consider the return
n Assume I'm your bank manager

nYou have $500,000 to invest and | offer you an interest rate of 3%

We'll come back to those comments
In about four slides from now



Case Study — Property as a retirement income stream

Peter and Samantha

n Both aged 60
n Children have left home
n Both recently retired

n They want $50,000 p.a for living and lifestyle needs, increasing by 3% p.a

for inflation



Case Study — Property as a retirement income stream

Peter and Samantha

n Have used negative gearing over the past 20 years to buy two investment

properties

n Cashed up the little superannuation they had to pay off their debts and to

do some improvement to their own home.
n They have $50,000 in the bank in joint names

n Their home is worth $600,000



Case Study — Property as a retirement income stream

Peter and Samantha

Both properties are in joint names

-

Both properties cost $200,000 and are now worth $500,000 each

-

S5

Both properties are subject to CGT

Rent of $400 per week for each property. Assume 48 weeks rent p.a

S5



Case Study — Property as a retirement income stream

Peter and Samantha

n Expenses. Rates -$1,300, Insurance -$500, Maintenance & other expenses,

-$2,500. Total of -$4,300

n ($400 x 48) - $4,300 = $14,900. $14,900 / $500,000 = 3%

That's an income yield of 3%
Before interest and taxation



Case Study — Property as a retirement income stream

Peter and Samantha

n Expenses. Rates -$1,300, Insurance -$500, Maintenance & other expenses,

-$2,500. Total of -$4,300

n ($400 x 48) - $4,300 = $14,900. $14,900 / $500,000 = 3%

Remember the bank manager offering you 3%?



Case Study — Property as a retirement income stream

Peter and Samantha

n Expenses. Rates -$1,300, Insurance -$500, Maintenance & other expenses,

-$2,500. Total of -$4,300

($400 x 48) - $4,300 = $14,900. $14,900 / $500,000 = 3%

S5

n Assume properties increase in value by 5% p.a

n Assume that the Net rent = 3% of the increasing value of the properties

Assume they live until age 90

S5



¥isiModelPlan for Client Group Example, John ...Scenario {100303 Property Retirement Income)

File Scenarioc Edit Data  Assumptions  Joink Tools  Wiew  Print Help

.E'IData Enkry... g - Strategy Wizard. .. ngmar';.-'... View 30 - iﬂ@*aphs... gave SCenario _.-'jF‘ru:uje::tiu:ugs... I@I;ast F=

Client | Partmer  Joink | Trusk I Compary | Superfund | Combined |

Key Date 01, Jul/09 Jun/2010 Jun,/2011 Jun,/2012 Jun,/2013 Jun,/2014
Projection Year 1 2 3 4 3
INCOME SUMMARY Sum

Income Received 2,052,272 52,500 33,106 34,325 35,979 57,715

Less income bax 206,477 375 166 349 297 8oy

Less transFers 976,623 16,063 16,550 17,519 18,222 18,960
Net Income 899,172 16,063 16,000 16,457 17,160 17,898

Less estimated current expenses 2,378,771 =0,000 =1,500 53,045 4,636 BB, 275
Surplus /deficit income (1,479,599} {33,938} {35,410} {36,588} (37,477} (38,378}
CASHFLOY POSITION Sum

SurplusiDeficit income {1,479,599) (53,938 {35,410 (36,558) (37,477 (58,378
Bank Transactions (EDY)

Met transfers from Spouse 260,623 16,063 16,550 17,519 15,222 15,960
Sub Total 926623 16,063 1 222 18,960

|
- EurEIusédEﬁclt cashflow {552,976) 17,875 18,560 19,069) {19,254} (19,418}

INYESTMENTS Max P ro b l em

Bank Account Balance 32,125 32,125 13,565

Principal Residence 2,593,165 630,000 B&1,500 =C =i =W

Investment Properties 4,321,042 1,050,000 1,102,500 1,157,625 1,715,506 1,276,262
Total Investments b,412,131 1,712,125 1,777,565 1,846,697 1,920,052 1,997,875
Present Day Yalue Total Investments Ll L4074 1od3,459 Le4l, 707 1,641,209 . 1,642,108




Property as a retirement income stream

Advantages

n

Property is a tangible asset that can be seen and touched, unlike other
financial assets.

n Rental incomes are broadly linked to inflation and, while property is
tenanted, are reasonably certain due to the existence of lease agreements.

n Capital appreciation over the longer term is likely to keep pace with or
exceed the rate of inflation, depending on location and physical condition.

n Tax deductible expenses may include claims for depreciation, repairs,
maintenance, insurance and financing costs.



Case Study — Property as a retirement income stream

Peter and Samantha

n Problem!
n Can’t eat a house
n Can't just sell a bedroom off at a time

n Must sell one of the investment properties so that they have
cash to pay their bills as and when they fall due and to

provide them with the lifestyle they want.



Case Study — Property as a retirement income stream

Peter and Samantha

n Timing! Is it a good time to be selling?
n Do they get a loan in the meantime?
n On sale they must pay capital gains tax

n Let’'s assume they decide to sell one of their investment
properties

n Assume sale price of $551,250, given growth in value
n Real estate agents commission of approximately $15,650

n Legal fee and other costs of approximately $2,500



Client I Partmer  Joint |Trust |Cu:um|:|an';.-' Superfund | Combined

Key Date 01,/Jul/09 Jun/2010 Jun/2011 Jun/2012 Jun/2013 Jun/2014
Projection Year 1 2 3 4 5
INCOME SUMMARY Sum

Income Rereived 1,528,655 32,500 33,106 43,571 41,026 41,130

Social security pension entitlernents 239,795 0 0 0 0 0
Sub Total 1,568,683 32,500 33,106 43,871 41,026 41,130

Less income kax 116,350 375 166 64,256 1,661 1,504

Less transfers 717,139 16,063 16,550 0 19,590 19,597
Net Income 734,554 16,063 16,090 {20,385) 19,755 19,939

Less estimated current expenses 2,408,771 0,000 =1,500 55,045 54,636 b, 275
Surplus/deficit income (1,644,217} {(33,938) (35410} {(73.430) (34,881} {36,337}
CASHFLOYY POSITION Sum

Sur ik (1,644,217 (33,9350 (35,4100 (73,4300 (34,5511 (36,337
Bank Transactions (S0Y)

Investment Redemptions =51,250 0 0 =51,250 0 0

Less sale cosks of investment properky (1,150} a a (1,150} a a

M 533,100 0 0 533,100 0 0
Bank Transactions (EOY)

Met transfers From Spouse F17,139 16,063 16,5850 0 19,590 19,597
Sub Total ¥17,139 16,063 16,850 0 19,590 19,597
Surplus/deficit cashflow (393,978) 17,875 18,560 459,670 15,291 16,739

Problem fixed
INYE ~™ax
Bank Account Balance 473,235 32,125 13,565 473,235 457,944 441,205
FIFT ¥ 2,093, 165 B30, 000 Gh1,5 f04 570 — RN v, s6g

Investment Properties 2,160,971 1,050,000 1,102,500 578,813 607,753 638,141
Total Investments 4,410,159 1, 712125 1, 777565 1,746,623 1, 795001 1845114
Present Day Walue Tatal Investments Ll Lode,rd Lods 408 Lase, il 134,374 1,518,550




Client I Partmer  Joint |Trust |Cu:um|:|an';.-' Superfund | Combined

Key Date 01,/Jul/09 Jun/2010 Jun/2011 Jun/2012 Jun/2013 Jun/2014
Projection Year 1 2 3 4 5
INCOME SUMMARY Sum

Income Received 1,328,335 32,500 33,106 43,871 41,026 41,130

Social security pension entitlernents 239,795 0 0 0 0 0

! - 1,568,683 32,500 33,106 1L T ———itl 130

Less income tax Tax Paid 116,590 375 A L 1,681 1,594

e5 =T 717,139 16,063 16,550 S Eas 14,0
Net Income 734,554 16,063 16,090 {20,385) 19,755 19,939

Less estimated current expenses 2,408,771 0,000 =1,500 55,045 54,636 b, 275
Surplus/deficit income (1,644,217} {(33,938) (35410} {(73.430) (34,881} {36,337}
CASHFLOYY POSITION Sum

Surplus/Deficit income (1,644,217 (33,9350 (35,4100 (73,4300 (34,5511 (36,337
Bank Transactions (S0Y)

Investment Redemptions =51,250 0 0 =51,250 0 0

Less sale cosks of investment properky (1,150} a a (1,150} a a
Sub Total 533,100 0 0 533,100 0 0
Bank Transactions (EOY)

Met transfers From Spouse F17,139 16,063 16,5850 0 19,590 19,597
Sub Total ¥17,139 16,063 16,850 0 19,590 19,597
Surplus/deficit cashflow (393,978) 17875 18,560 459,670 15,291 16,739
INYESTMENMTS Max

Bank Account Balance 473,235 32,125 13,565 473,235 457,944 441,205

Principal Residence 2,293,165 630,000 Ga1,500 694,575 729,304 765,769

Investment Properties 2,160,971 1,050,000 1,102,500 578,813 607,753 638,141
Total Investments 4,410,159 1,712,125 1, 7F¥.565 1,746,623 1,795,001 1,845,114
Present Day Walue Tatal Investments Ll Lode,rd Lods 408 Lase, il 134,374 1,518,550




Client | Partmer  Joink | Trust I Company I Superfund I Combined | | —

Key Date 01,/Jul/09 Jun,/2018 @ Jun,/2020 Jun,/2021 Jun,/2022
Projection Year A - g9 10 11 12 13
ge pension starts

INCOME SUMMARY
pret 41,461 41,475 41,531 41,503 L T p—

Social securiky pension enkitlements ] 1,616 1,672 2,932 R
Sub Total FEEFT-C EE—T- N T T EE——- T F T T e o | A

Less income Lax 0 0 0 0 0

Less transfers 20,302 21,164 21,274 21,764 22,441
Met Income 21,159 21,927 21,930 22,221 22,6306

Less eskimated current expenses 63,339 65,239 67, 196 69,212 71,288
Surplus,/deficit income {42,179} {43,311} (45,266) {46,991} {48,652)
CASHFLOW POSITION

Surplus/Deficit income (42,179 (43,3113 (45, 266) (46,991) (43,652)
Bank Transactions {SOY)

Invesktment Redemptions 0 Q 0 0 0

Less sale costs aof investment properky 1] 1] a a a
Sub Total 0
Bank Transactions (EOY)

Mek transfers from Spouse 20,302 21,164 21,274 21,764 2e, 441
Sub Total 20,302 21,164 21,274 21,764 22441
Surplus,/deficit cashflow (21,878 22,148 23,992 25,227 26,211
INYESTMENTS

Bank Account Balance 364,105 341,958 317,965 292,739 266,528

Principal Residence 930,797 977,337 1,026,204 1,077,514 1,151,359

Invesktment Properties 775, 664 a14,447 855,170 397,928 42, 525
Total Investments 2,070,566 2,133,742 2,199,339 2,268,181 2,340,742
Present Day Value Total Investrments 1,454,752 1,441,479 1,428,648 1,416,699 1,405,739



Client | Partmer  Joint | Trust I Company | Superfund I Combined I

Key Date 01,/Jul/09 Jun,/2029 Jun,/2030 Jun,;/2031 un;/ 2032 Jun,/2033
Projection Year 20 21 22 23 24
INCOME SUMMARY

Income Received 42,228 42,396 42,590 44,600 46,794

Social security pension entitlements 11,354 12,528 13,710 14,905 16,066
Sub Total 53,583 54,924 56,300 59,505 62,859

Less income tax 4592 X1 als 1,694 2,720

Less transfers 27,891 28,097 27,975 29,164 30,313
Met Income 25,232 26,289 27,513 28,646 29,820

Less eskimated current expenses a7s,675 a0, 306 93,015 95,505 95,679
Surplus/deficit income {62,443) {64,016} {65,501} (67,159) {68,860}
CASHFLOW POSITION

Surplus/Deficit income (62,443) (54,016) (65,501) (67,159) (68,860)
Bank Transactions (S0Y)

Investment Redemptions 0 0 0 0 0

Less sale cosks of inveskment property 1] 1] 1] 1] 1]
Sub Total 0 0 0 0 0
Bank Transactions {(EOY)

Met transfers From Spouse 27,891 28,097 27,975 29,164 30,313
Sub Total 27,891 28,097 21,978 E'Ellll:'rci 30,313
Surplus /deficit cashflow {34,552) {35,919} {37,523) (37,994} {38,546}
INVESTMENTS Problem again

Bank Account Balance 51,330 16,011 (98,053

Principal Residence 1,591,979 1,671,578 1,755,156 1,845,014 ]

Investment Properties 1,326,649 1,392,951 1,462,630 1,535,762 1,612,550
Total Investments 2,970,557 3,080,570 3,196,274 3,319,169 3,449,557
Present Day Yalue Total Investments 1,390,723 ... 1,351,857 . 1,348,085 . 1,340,074 1,345,746



Client I Partmer  Joink | Trust | Company | Superfund | Combined I

Key Date 01,/Jul/09 Jun,/2030 Jun,/2031 Jun,/2032 Jun/2033 Jun,/2034
Projection Year 21 22 23 24 25
INCOME SUMMARY

Income Received 42,396 67,950 53,963 02,816 51,601

Social security pension entitlements 12,5258 15,660 29,017 P G ] a6, 007
Sub Total 54,924 83,610 82,981 85,259 87,608

Less income bax 537 270,322 10,119 10,879 11,663

Less transfers 25,007 0 36,439 37,0583 37,772
Net Income 26,289 {186,712) 36,422 37,298 38,174

Less eskimated current expenses G0, 306 93,015 95,805 05,679 101,640
Surplus,/deficit income (64,016) (279,727} {59,383} (61,382) {63,465)
CASHFLOY POSITION

Surplus/Deficit income (64,016) (279,727 (59,383) (61,382) (B3,465)
Bank Transactions (S0Y)

Investment Redemptions 0 1,392,982 0 0 0

Less sale cosks of investment properky: a {50,000) 1] a 1]
Sub Total 1] 1,342,982 0 1] 0
Bank Transactions (EOY)

kek transfers from Spouse 25,097 1] 36,439 37,083 37, 7TE
Sub Total 28,097 0 36,439 37,083 37,772
Surplus,/deficit cashflow (35919) 1,063,255 {22,944} (24,299) {25,694}

Problem fixed

INY

Bank Account Balance 16,011 1,079,266 1,056,322 1,032,023 1,006,329 -

FI ¥ 1,671,578 1,755 156 1,847 914 e =T e =ca gy

Investment Properties 1,392,951 ] 1] I ]
Total Investments 3,080,570 2834 427 2,899,236 2967083 3,038,147
Present Day Value Total Investments [ 1,301,857 L,196,000 1,176,297 . L197,223 . 1,139,858




Client I Partmer  Joink | Trust | Company | Superfund | Combined I

Key Date 01,/Jul/09 Jun,/2030 Jun,/2031 Jun,/2032 Jun/2033 Jun,/2034
Projection Year 21 22 23 24 25
INCOME SUMMARY
Income Received 42,396 &7,950 023,963 52,5816 =1,6801
Social security pension entitlements 12,5258 15,660 29,017 P G ] a6, 007
Sub Total 54,924 83,610 82,981 §5,259 87,608
Less income kax 237 270,322 10,119 10,579 11,663
Less transfers 25,007 0 36,439 37,0583 37,772
Met Income 26,289 {186,712) 36,422 37,298 38,174
Less eskimated current expenses G0, 306 93,015 95,805 05,679 101,640
Surplus/deficit income (64,016) (279,727} {59,383) (61,382) {63,465)
CASHFLOY POSITION
Surplus)Deficik income (64,016) (279, 727) (59,353 (61,382) (63,465)
) Property sold
Investment Redemptions 0 1,392,982 0 0 0 o
Less sale cosks of investment property ] (50,000} a ] W
*7 — —
Sub Total 1] 1,342,982 0 1] 0
Bank Transactions (EOY)
kek transfers from Spouse 25,097 1] 36,439 37,083 37, 7TE
Sub Total 28,097 0 36,439 37,083 37,772
Surplus,/deficit cashflow (35919) 1,063,255 {22,944} (24,299) {25,694}
INYESTMENTS
Bank Account Balance 16,011 1,079,266 1,056,322 1,032,023 1,006,329
Principal Residence 1,671,575 1,755,156 1,542,914 1,935,060 2,031,813
Investment Properties 1,392,951 ] 1] I ]
Total Investments 3,080,570 2834, 422 2,899,736 2. 967,083 3,038,142
Present Day Yalue Total Investments | 1,351,837 1,196,000 1,176,297 . L197,583 . 1,139,638



Client I Partmer  Joink | Trust | Company | Superfund | Combined I

Key Date 01,/Jul/09 Jun,/2030 Jun,/2031 Jun,/2032 Jun/2033 Jun,/2034
Projection Year 21 22 23 24 25
INCOME SUMMARY
Income Received 42,396 &7,950 023,963 52,5816 =1,6801
Social security pension entitlements 12,525 15,660 36,007

32,443

M - [ L] [] : AL
Less incame tax Tax Pal d 10,119 10,579 11,663
Less Eransrers — rmer e o e SFaR e R

Met Income 26,289 {186,712) 36,422 37,298 38,174
Less eskimated current expenses G0, 306 93,015 95,805 05,679 101,640
Surplus,/deficit income (64,016) (279,727} {59,383} (61,382) {63,465)

CASHFLOY POSITION

Surplus)Deficik income (64,016) (279, 727) (59,353 (61,382) (63,465)
Bank Transactions (S0Y)

Investment Redemptions 0 1,392,982 0 0 0

Less sale cosks of investment properky: a {50,000) 1] a 1]
Sub Total 1] 1,342,982 0 1] 0
Bank Transactions (EOY)

kek transfers from Spouse 25,097 1] 36,439 37,083 37, 7TE
Sub Total 28,097 0 36,439 37,083 37,772
Surplus,/deficit cashflow (35919) 1,063,255 {22,944} (24,299) {25,694}
INYESTMENTS

Bank Account Balance 16,011 1,079,266 1,056,322 1,032,023 1,006,329

Principal Residence 1,671,575 1,755,156 1,542,914 1,935,060 2,031,813

Investment Properties 1,392,951 ] 1] I ]
Total Investments 3,080,570 2834, 422 2,899,736 2. 967,083 3,038,142
Present Day Value Total Investments [ 1,301,857 L,196,000 1,176,297 . L197,223 . 1,139,858



Key Date 01,/Jul/09 Jun/2037 Jun/2038 Jun/2039
Projection Year 28 29 30
INCOME SUMMARY Sum

Income Received 1,3 40 47,530 46,024 44,439

Social security pension entitlements 479, 152 47,577 51,742 56, 069
Sub Total " 1,7 95,107 97,766 100,508

Less income tax TaX Pal d Over 443, 205 14,166 15,054 15,971

Less transfers 30 759,019 40,125 41,015 41,956
Met Income ye arS 549,166 40,813 41,696 42,582

Less estimated current expenses 2,378,771 111,064 114,396 117,525
Surplus/deficit income (1,829,605} ({70,251) {72,700} {75,247}
CASHFLOW POSITION Sum

Surplus/Deficit income i1,829,605) (70,251) (F2,700) (75, 247)
Bank Transactions {SOY)

Investment Redemplions 1,944 232 0 0 0

Less sale cosks of inveskment property (63, 150) 1] 1] ]
Sub Total 1,876,082 0 0 0
Bank Transactions (EDY)

Met transfers From Spouse 759,019 40,128 41,015 41,956
Sub Total 759,019 40,128 41,015 41,956
Surplus,/deficit cashflow 805,496 (30,123} (31,685) {33,291}
INYESTMENTS Max

Bank Account Balance 1,079,266 920,472 a8a,7a7 855, 496

Principal Residence 2,593,165 2,352,077 2,469,651 2,593,165

Investment Properties 1,392,951 1] 1] 0
Total Investments 3,448,661 3,272,550 3,398,468 3,448,661
Present Day Yalue Tokal Inveskments | | 1,091,322 1,076,895 Q1,065,287




Tax and property investing

n Income tax

n Stamp duty — just another tax

n Rates — just another tax

n Other state and local government charges
n Land tax

n Capital gains tax



Property as a retirement income stream

Disadvantages

Research — the decision to invest in property Is research intensive.

Transaction costs — These are usually quite high relative to other financial
assets.

All rental income is assessed as income by Centrelink
Ongoing costs — These are usually quite high relative to other financial assets.

Ongoing capital expenditure — capital expenditure will usually be required
every 3-5 years to keep a property up to date.

Liquidity — Property is an illiquid asset (that is, can not be sold quickly).

The possibility of the property being untenanted at a time when you are fully
or partially dependent on that rental income (for example, in retirement)
needs to be considered.



Property as a retirement income stream

Disadvantages

n Divisibility — It is usually impossible and/or costly to sell a portion of it.

n  Management — unlike other asset classes, direct property investment is very
management intensive. Management involvement extends to the
procurement of tenants, collection of rent, physical repairs to the property,
Improvements to the property etc.

n Valuation — property valuation is more of an art than a science. Many
judgmental decisions are required to arrive at an assessed value, which
ultimately can only provide a guide to whether a given property is good or
poor value relative to the asking price. Even professional valuer judgments
should only be taken as an estimate.



Retirement income stream via superannuation

Retirement income stream via property
Which one is best?

n You can have both via a Self Managed Superannuation Fund

n Having investments (property, shares, managed funds, etc) outside of the

superannuation system can mean that you pay more tax
n More income tax, even with tax credits like imputation credits
n More Capital Gains Tax (CGT)

n It's your choice, but before you decide ...



Financial Modeling

We do the “What if” analysis.

You could do many things

n  Crunch the numbers, compare, take into account your
circumstances, get advice, make a decision and START



File Scematio Edit Data Assumptions Client Tools Yiew Print Help

i=| Data Entry... % Strabeqy Wizard. .. SQmmary... Yiew 30 = @graphs... §ave Seenatio = Projections... @I:ast iE| i

Clignt IPartner\ Joint \ Trust \Cnmpan” Superfund\ Cnmbined\

Key Date 01,/Jul/06 Jun/2007  Jun/2008  Jun/2009  Jun/2010  Jun/2011 Jun/2012 Jun/2013 Jun/2014 =] Key Results
Projection Year 1 2 3 4 L] b T ]
Projection Age 61.1 62.1 63.1 6.1 65.1 66.1 67.1 68.1 | Incame
INCOME SUMMARY Sum Expenditure
Income Received 853,400 04,133 97,073 100,108 103,237 106,468 7,383 7,752 g,140 Joint Dis.Inc
Less income bax (20,379) 15,338 16,135 16,957 18,073 19,256 {2,224) (2,335) (2,452) Ta
Less superannuation contributions 26,6594 7,209 7,508 7,733 7,965 g,204 il o o
Less reqular |nan repayments 791,205 40,402 40,407 40,407 40,407 40,402 40,407 40,407 40,402 Join WCA
Net Income 43,876 31,104 33,028 35,014 36,797 38,006 {30,795) {30,315) {29,810) Biank Account
Less estimated current expenses 397,713 o6, 000 a7, 400 0,835 &0, 306 Al,514 f3,399 a a Irvestments
Surplus/deficit income {313,837) {24,896) {24,372} {23.821) {23,509) {23.207) {94,154) {30,315) {29.810) CashfFired Interest
CASHFLOW POSITION Sum e iy MLt
Surplus/Deficit income {313,837) {24,896 (24,372) {23,821) {23,509 (23,207} {94, 154) {30,315) (29,8100 M
Bank Transactions (EOY) Investment Propetties
hlet transfers from Spouse 198,830 37,354 38,067 38,803 39,562 40,345 93 103 109 Superannuation
Loan proceedsirepayments (71,465 (16,224) (12,290) (13,275) (14,303} (15,373) 0 ] ] W
Sub Total 127,365 21,130 25,771 25,528 25,259 24,972 98 103 109 —
Surplus /deficit cashflow (186473 (3766) 1405 1707 1,750 1765 (94,055) (30211} (zagoz) |tV Wikhdrandk
RO Incame Inv,
INVESTMENTS Max fllocated Pensions
Bank Account Balance 7,862 1,234 2,639 4,346 6,097 7,862 {86,104 {116,405) {146,106 Commutations
Other Investments | Entities 1,250,122 303,713 318,694 334,543 351,585 369,164 387,623 407,004 427,354 T
Principal residence 570,579 321,300 327,726 33,281 340,966 7,785 394,741 361,836 369,073 o
Rallover & Superanniuation A/C 4,196,063 520,792 576,770 637,269 702,598 EEER Y 827,241 865,148 947,108 Investment Loans
Maortgage Owing (428,009 (428,009 (406,851} (383, 267) (357, 048) (327,972) (312,289) (295,536 (277,642) Hare
Total Investments 5,092,297 719,029 819,190 927472 1,044,198 1,169,961 1,171,122 1,242,046 1,319,786 Aige Persian
FPresent Day Yalue Tatal Investments L]l T8 EEETY A -2 7 LI E AR 1L LTI LOD3BSS ... Lo 1,083,210 L
Meswstart
SUPERANNUATION INVESTMENTS Initial
Total incl OTY Superfund Cap Acct 469,000 520,792 576,778 £37,269 702,595 775,122 827,241 65, 145 947,108 FTE
Entities

RBL Status at Start of Period

Underf{Crver) LS REL 209,149 184,483 156,708 175,556 90,740 51,950 30,834 7,750
Undler{Over) Pension RBL 887,291 839,751 390, 186 888,374 834,070 877,013 738,900 899,639




Investing in the property market

n Golden rules for property investment

* Always plan for the long term and try to anticipate the impact of
changes to interest rates and employment levels and other local

economic drivers
* Avoid maximum negative gearing without advice
* Do not over capitalise your property

e Carefully investigate market value



Investing in the property market

n Golden rules for property investment

* Remain informed on your market segment for the length of the

Investment
* Do not pay more than market value

e Do not sell for less than market value



Property versus Shares

& Which is better?

Listen and be cynical

4



Property versus Shares




Property versus Shares

Remember this is an Ad

What do you think?  Be cynical.



Property versus Shares

Conventional wisdom says that an investment property is an easy way to build wealth and history shows this

to be true . But at what cost?

In 1993, $31,000 and deposit and purchase costs could have bought you a residential investment property worth

$200,000.

With rental income and capital growth by the end of 2009, your investment could be worth around $570,000. But of

course that comes with the hassle of finding tenants, cleaning carpets and repairing damage.

If you'd invested your $31,000 in a diverse range of Australian shares with regular contributions and reinvested

earnings, the share market could have grow your investment to around $654,000. Money you can access when

you need it.

So the share market can work even harder for you, while being a lot less hard work.

Speak to a financial adviser about the benefits of shares versus property investments  or contact BT.



Property versus Shares

n They are flogging a product — Shares
n They want you to believe that shares are better than property
n Pick a different period and shares will be worse than property

n They don’t make any money if you buy property and neither do

financial advisers

n Financial advisers generally make money by selling share based

iInvestments



Property versus Shares

It's a little like the X-Files. The truth is out there ...

n Growth assets are

* Property and

e Shares

n You should consider both

* Everyone is different




More information

Superannuation
Retirement income
Borrowing & credit
Insurance

Deposit accounts
Cash & fixed interest
Unlisted investments
Shares

Managed funds

Complex investments

- ! = L |
# f l d n Aus’rfull_cn u:er:ur’res & Investrments Commission
financial tips and safely checks

About Scams & Publications
Money tips financial products About you warnings & resources

WEOLW W W W |

www.fido.gov.au

About financial products > Borrowing to invest

2
Borrowing to invest

Borrowing money to invest is also known as gearing. If you're thinking about borrowing money to invest in managed funds, shares, real
estate or some other investment, this general information may help you decide if yvou should do it

If you borrow up to your eyeballs, especially if you're investing for the first time, you're risking financial ruin.

Gearing

Negative gearing means your borrowing costs (interest and fees) exceed the income you receive on your investment.
Positive gearing means your borrowing costs are fully covered by the investment income.
There are two advantages of gearing:

1. You can increase the potential profits

If you borrow $100,000 to invest in shares. and they increase in value, then you get the benefit of that capital gain when you sell the
shares. Equally. you get the benefit of any dividends and bonus share issues that may be made by the company while you own the
shares.

2. You can get a tax benefit by negative gearing

Megative gearing is when your income from the investment (i.e. the dividends and bonus share issues) is less than the cost of the
investment (i.e. interest that you are paying to your lending institution on the loan). The difference between the two amounts is usually a
deduction on your taxable income. More information about negative gearing




More information

Key tips
from ASIC about investing

@ Anything you put your money into should meet your goals
and suit you.

@ No one can guarantee the performance of any investment.
You might lose some or all of your money if something

goes wrong.

@ The rate of return is not the only way to assess
how risky an investment is.

@ ‘High return means high risk’ is a familiar rule of thumb.
Some investments, even if they seem to offer relatively
modest returns, can be extremely risky.



More information

Key tips
from ASIC about investing

what to invest in. Visit ASIC’s website for investors,
FIDO, at www .fido.gov.au for more information.

@ Take your time and do your research before deciding ‘H

You are taking a big risk if you put all your money into
one investment. Spreading your money between different
investment types ('diversification’) reduces the risk of
losing everything.

@ Consider seeking professional advice from a licensed
financial adviser,



More information

FINDING THE RIGHT

INVESTMENTS

www.bankers.asn.au ava

Hewing aseeesed your current
circumetances and specified your
investment goals, the next step is
to decide what investments will gve
you the best chance of achieving
those gosls.

There are literally thousands of different

investments available. ft can be
overwheliming to be faced with so
mary options to chooss from. The key
to being 8 euccescful investor i never
ta |ose sight of the resson you are
investing, and to look for irvestments
that meet your investment criteria.

In this section of the booklet, we will
consider the cheractenistics of each
asset class, and what it offers you, We
will also explain how you can go sbout
investing in each class.

ASSET CLASSES

An ‘esset dees’ i & group or type
of investrment, The four basic assst
clazses are

1 Cash — ghort term imestmernts
where your money is held in an
interect-bearing account.

Shares [aleo known Bs equity

secirites] — you share ownership,

usually in a listed company.

3 Fxed inerest [aleo known es debr
secLrities] — your money is loaned
ou; to someone else and you earn &
fieed or floating rate of interest.

4 Property — investment in residential,
commercial or industrial property;,
or land development.

na

AUSTEALLAN BANERRS" ASSOCIATION TR,

Australian Bankers' Association Inc.

FINDING THE RIGHT PROPERTY

PROPERTY CHECKLIST

» What is the house constructed of? — brick, weatherboard etc.

» Does the interior floor plan suit your needs? Consider the number of
bedrooms, number of bathrooms, separate studyy media room, farmal
vs. informal living and eating areas, storage areas, fireplaces,
balconies/verandahs etc.

= WWhat size garden or courtyard does the property have? Does the
garden require a lot of maintenance? Consider if a watering system
is installed.

- |sthere a garage/carport or off-street parking?

+ Isthe property well insulated?

- |sthe property connected to 8 mains sewerage system?
+ Isthe property connected to both gas and electricity?

- Are the electricity wiring and gas pipes in good condition, or will they
need replacing at some point?

» Does the property have cabling inbuils for phone /Internet/ cable TV?
-~ \What heating and air-conditioning does the property have?

= WWhat star rating does the property have? What are the energy
efficienny ratinns of fivtures and annliances that come with the nronerty



More information

\Stamp Duty Calculator " -
Stamp Duty Sponsored by @ lnfOChO[Ce

LOm.au

Enter your details View your results

www.infochoice.com.au

Selectyour statefterritory: | QLD | - | Government Fees

Mortgage Registration Fee: F127.90
Value of property. Transfer Fee: $937.90
- © 5475000 | Stamp Duty on Property: $15,050.00

L

Loan Amaount:

.5 ¥ 475,000
) Government Concessions
Froperty is:
o First Horme Owner Grant: &0.00
) tolivein
(=) aninvestment Home Buyers Supplement; $0.00
Are you a first home buyer?
L) Yes
= No Motes:
Are you purchasing? * Further concessions and rebates may be available,

contact vour local State or Territorial Rewvenue Offics

L= An Established Home ;
for more detailz

L A Newly Constructed Home

| “acant Land to Build a Home

| Calculate Stamp Duty |




More information

Home Sitemap Pri

—

b
il |
T "*:l:~, residential i
irtal " tenancies PR}
o gy www.rta.gld.gov.au
il e =
About the RTA Tenancy info Legislation Forms Median Rents Rooming accommoidz

B 5 "EL"—-—T__' =
-
b

v+ For tenants, lessors (landlords), agents and managers

P

E}z::ftments » Natural disaster victims s Forms for general tenancies
‘Houses e Rental bonds s Fact sheets
i:lr::‘a‘:’s‘h““‘ﬁ s Entry to premises » Disputes
‘Aged rental = Repairs & maintenance = Tenant databases
s Rent payments & increases s Water charges

m Frequently asked questions

Tpee  Starting atenancy During a tenancy Ending a tenancy == s

‘Caravans

: m Tenancy information for moveable dwellings
Manufactured Homes Y g

.. For residents and providers of rooming accommodation

o cimple: Room rental bonds , Formis for rooming accommuodation
Boarding houses _ ; i ]

Hostels « Resolving disputes , FAQs for students in room only
‘Student room Room entry & accammodation

‘only privacy , FAQs for providers

Starting an agreement During an agreement Ending an agreement



More information

ASIC

Australian Securities & Investments Commission

“YINVESTING N /R
® PROPERTY /™
TRUSTS?

Independent guide for investors

about unlisted property trusts r’_{i’

Property trusts can also be called ﬂ
‘property funds' or ‘property syndicates’”.




More information

Search for

Australian Taxation Office In: @ ato.gov.au © Businesses section

" ‘:\ f
Home | Individuals | Businesses | Mon-Profit | Government | Tax Professionals | Super Funds

= Businesses = What you can do - Rates, calculators & tools = Calculators = Capital gains tax

Zwnatdoyouwanttodo?  Calculators - capital gains www.ato.gov.au

The three methods of calculating capital gain

Lodage a business activity

statement(BAS) ___ ____»

Lodge another statement or  1he three methods of calculating capital gain are explained and compared in following the table.
return b

"""""""""""""" Indexation method Discount method ‘Other' method
Paystaff ... ’

Apply for an ABN, TFN or Description of Allows you to increase the  Allows vou to discount  Basic method of
otherregistration ' method cost base by applying an  your capital gain. subtracting the cost
_rujgllfg_a__tgn_t_p_qr_{rp_e_rlt ________ » indexation factor hased on base from the capital
Find a rate or calculatar b CPlup to Septernber 1999 proceeds.

--------------------------- When to use the Useforan assetheldfor Useforan assetheld  Use when the

Fixaproblem ' method 12 months or more if it for 12 months or more if indexation and discount
Get help 3 produces a better result it produces a better methods do not apply
- i i than the discount method. result than the (far example, if you have
# Your business situation Llse only for assets indexation method. bought and sold an
1 Tax topics A-Z acguired before 21 assetwithin 12
7 Law, rulings & policy September 1999, manths).
3 Compliance issues How to calculate  Apply the relevant Subtractthe costbase  Subtract the cost base
3 Community consultation your capital gain  indexation factor then from the capital (orthe amount
- using the method  subtractthe indexed cost  proceeds, deduct any  specified by the relevant
# News and seminars base from the capital capital losses, then CGT event) from the
proceeds. reduce by the relevant capital proceeds.

discount percentage.
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About us

Our firm is fee for service.

We rebate investment & superannuation
commissions

Certification recognises our practice Is
meeting professional operating standards that
set the industry benchmark for

high-quality financial advice

The Financial Planning Association of
Australia Limited (FPA) is recognised
Internationally as the peak professional
organisation representing the financial
planning sector in Australia



About us
Holistic approach to your financial needs

So much more than just investing money

We’'ll challenge your existing paradigm of managing your finances and
help you:-
Discover and/or understand new financial concepts
Make smarter decisions that generate more money and time
Avoid not-so-smart decisions that cost you money and time
Get your money working as hard for you as you worked to earn it, and

Much more




About us
Holistic approach to your financial needs

We’'ll help you create, implement and review a
comprehensive financial plan to ensure you have

the money and time for what’s important to you!

We do it all for you and support you in sticking to

your plan over the years to come.




About us
Holistic approach to your financial needs

We have long term relationships with our clients
Planning for your future is not a one-off task
We’ll work with you to ensure your plan can grow

and develop as your needs and lifestyle change.




Our fee

Our service Is not offered as
a one off. It iIs on-going and
proactive

We are accountable to you
(Argentis service agreement)
You are accountable to us

In sticking to and reviewing your plan




We save you

Monitor risk, not market timing

Consider asset prices and asset valuations

We alert you of new opportunities, strategies or
risks that arise as a result of legislative changes,

markets, etc.




The information, forecasts and opinions set ouhia presentation have not been prepared for atipieat's specific

investment objectives, financial situation or parar needs. Recipients should assess whetheratieegippropriate to
their own peculiar circumstances before taking @actyon on the basis of this presentation . Theydmmthis themselves
or seek the help of an adviser. Information, fasts and opinions can change without notice andt&hginancial

Planning or Argentis do not guarantee the accurddheinformation at any particular time. Investrmeisks include

currency, economic, political, market and othekgid-orecasts can be impacted by such risks. Pdetipance does not
guarantee that future performance will be the saneven similar. Investment values can go downasag up. Whilst

all reasonable care has been taken in the preparatithis presentation, neither Charter FinanBianning nor any
related bodies corporate is liable for any actakeh by any person on the basis of anything sabotained in this
presentation.
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