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Å Quote the price you want
Å Rent or Buy?
Å Recent sales

YIELD 
Gross v Net

What is the real rate  
of return?

High strata levies impact on the real return for investors

Many would-be investors are caught 
out when they purchase an investment 
property.

The reason being the yield is simply 
miscalculated in many cases, leaving 
the new investor having to þnd additional 
þnances in order to cover the mortgage 
repayments.

The stated return in the agentõs 
advertisement seemed a plausible 6% 
pa. With interest rates at around 7%, the 
investment seems to stack up. But does 
it really? It all depends on what basis the 
yield is taken from. The gross yield, or the 
net yield?

The quoted gross return of 6% can 
be whittled down to as little as 3% when 
expenses are factored in. Whilst the 
investor takes 6% pa, after expenses 
they are only keeping 3%, leaving an 
unexpected gap in between income and 
repayments.
Capital Growth or Income?

Research shows that the majority of 
residential real estate investors buy an 
investment property with òpotential capital 
growthó being the main investment criteria. 
Income is largely overlooked with the main 
focus being on annual capital growth. 

It is close to speculation when an asset 
is purchased and the income stream is 
overlooked in favour of a focus (hope) on 
potential capital growth. But this is what 
many investors do, without realising it. 
Speculating on capital growth coupled with 
a property love affair is one of the reasons 
that many economists have concerns 
about the Australian real estate market. 

Yield often comes in behind capital 
growth for investors. Importantly, the net 
yield is usually overlooked in favour of the 
often-quoted gross yield. 
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Dear Readers,
Welcome to the July edition of 

Property News. The þnancial year 
that has just passed, delivered home 
owners and investors a 10% to 15% 
price rally. However, þnancial markets 
have looked somewhat cautious 
in recent times due to continuing 
global issues. This has caused 
many commentators to forecast a 
more conservative outlook in the 
local real estate market for the next  
12 months.

The main article in this issue of 
Property News takes an in depth look 
at the real return investors receive 
after expenses are subtracted from 
income. Many investors have come to 
the realisation that their equity is not 
working hard enough for them.

If you would like to speak with 
the team at Harris Partners, feel free  
to contact us on  
02 9818-2133.

Best wishes,
Peter OõMalley

Quote the  
Price You Want, 

Not a ôBaitõ Price
It sounds good in theory ð quote a low 
price to ôlureõ purchasers in, and then 
work to get the price up from there. 

How to Get the
for Your Property

But if this is such a good idea, then why do NO negotiation 
EXPERTS favour this method?

Bait prices trap sellers as well as buyers. 

Never allow an agent to use a low false price to ôbaitõ buyers. 
If you use a price range or guide or a ôby negotiationõ strategy, 
you are encouraging buyers to offer you less. Your ôbaitõ price will 
ôhookõ you more than the buyers! 

Sure, a lower ôbaitõ price may attract more buyers but it attracts 
the wrong buyers. The lowest price the buyers see will become the 
highest price they want to pay. 

Never tell anyone ð including your agent - the lowest price you 
will accept because that can quickly become the highest price 
you will get. Your reserve price, (i.e. the lowest price you would 
accept), is no one elseõs business, including the real estate agent. 
The agents role is to establish the buyers highest price, not your 
lowest price.

This article is an extract 
from the property sellers 
booklet, How To Get the 
HIGHEST PRICE for Your 
Property. 

To receive a 
complimentary copy, 
please contact  
Harris Partners  
on 9818 2133.
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