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National Overview
Across Australia, the property market has been
proving that there is no such thing as a single
national housing market. In some states, prices
are climbing rapidly; in others, the growth is
slower or even stalling.
The challenge for beginner investors and rentvestors, who may have
limited funds to invest, is to identify those suburbs that are affordable yet
have good long-term growth prospects and plenty of tenant appeal. This
quarter, we aim to pinpoint those locations.
WHAT IS A RENTVESTOR?
A rentvestor is someone who purchases a rental property as an
investment while renting another property in which to live. The challenge of
affordability has caused a rise in the number of rentvestors to 3% of first
home buyers nationally, according to industry research.
Additionally, many a would-be first home buyer has switched from planning
to be an owner-occupier to taking the first step on the property ladder as
an investor. The research found that 13% of first home-buyers nationally
are opting out of buying an owner-occupied home, and instead choosing to
purchase an investment property while living in the family home. This figure
rises to 24% in New South Wales and 20% in Victoria – home to Australia’s
most expensive state capitals.

....research found that 13% of first
home-buyers nationally are opting
out of buying an owner-occupied
home, and instead choosing to
purchase an investment property
while living in the family home.

Other investors may be tapping into their home equity for the first time in
order to become a landlord.
Whatever the case, the common thread is the need to buy in an affordable
location with decent capital growth prospects. And infrastructure often
holds the key.
PROXIMITY TO TRANSPORT IS ESSENTIAL
In Sydney, our most expensive housing market, the south-west growth
corridor offers affordable house and land packages that allow investors to
maximise depreciation claims on newly built dwellings. This region is the
beneficiary of major infrastructure projects that are reducing travel times to
the CBD and creating employment opportunities.
In Melbourne, pockets of value exist for investors and rentvestors willing
to look beyond the city centre. Noble Park is one such suburb, close to all
the services and amenities of Dandenong and well served by two train
stations.
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In Adelaide, the outer suburb of Seaford is an affordable alternative to
neighbouring suburbs, and it ticks all the boxes for local retail outlets, an
electrified rail link to the city and proximity to the beach.
LOOK FOR TENANT APPEAL
Hobart has been a quiet achiever recently, enjoying one of the fastest rates
of capital growth across Australia. With tight vacancy rates, a controlled
housing supply pipeline and the benefit of a flourishing tourism industry,
suburbs worth a look include South Hobart, Moonah and Warrane, where
the ripple effect of rising prices in nearby postcodes will propel values
upwards.
In Western Australia, locations within 10 kilometres of the Perth CBD offer
potential for long-term investors. In particular, Fremantle offers the benefit
of waterfront living, while Cockburn Central features excellent shopping and
employment opportunities that appeal to tenants and will help to support
long-term price appreciation.
In Darwin, prices have cooled over recent months, but the city has longterm growth potential thanks to continued defence activity and the
investment commitment of Chinese company Landbridge.
In Queensland, as Brisbane spreads outwards, Ipswich offers some of the
city’s lowest price points, with a median house price of $250,000. Along
with affordability, investors and rentvestors can enjoy the tenant appeal of
proximity to public infrastructure and transport, and high rental yields of
5-6%.
I invite you to read this report to discover where the best opportunities lie
for investors and rentvestors around the nation.
Brendon Hulcombe
CEO - HERRON TODD WHITE

3

NSW/ACT – Property Report
April 2017

New South Wales
Sydney
“Affordable” investment opportunities in Sydney are all relative. With a
median dwelling price of $850,000, and following a number of years of
substantial capital growth, many pundits are forecasting a period of less
vigorous price appreciation over the short to medium term. Nonetheless,
there are still suburbs offering reasonable entry prices with good capital
growth prospects.
Yields have tightened across the board in Sydney to a record low of 2.8%
for houses and 3.8% for units. This reflects high investor participation
coupled with a rising number of tenants exiting the rental market and
taking advantage of very low interest rates to become owner-occupiers.
The two factors combined have resulted in a higher vacancy rate, putting
downward pressure on rents.
Highly geared investors requiring a strong rental return to service their
mortgage need to be aware that an oversupply of rentals in some sectors
of Sydney may result in a number of forced sales due to mortgageservicing issues. If too many sales occur at the one time, this may result in
a drop in values. This is a particular concern for large-scale unit complexes
with high investor participation rates.

Yields have tightened across the
board in Sydney to a record low
of 2.8% for houses and 3.8% for
units.

CBD FRINGE
Chippendale, 2 kilometres from the Sydney CBD, is one city-fringe suburb
that could be considered to offer good value. Close to the University
of Sydney, University of Technology and Royal Prince Alfred Hospital,
Chippendale appeals to students and professionals alike.
Chippendale has been undergoing significant gentrification due to the
large-scale Central Park development on the old Carlton Brewery site. This
particular development does not represent a good investment at this time
due to the premium prices it achieves, but it is rejuvenating the broader
suburb thanks to its large shopping centre, outdoor spaces, art galleries
and dining precinct.
Warehouse conversion complexes are spread across Chippendale, and
these unique buildings with character represent good investments in
terms of capital growth and rental return. The median price for units
in Chippendale is around $800,000, though 1-bedroom warehouse
conversions can command $700,000 to $900,000. Rental yields are
around 3.5% to 4%, which compares favourably to neighbouring Surry Hills,
where yields are closer to 3%.
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Also on the city fringe, Potts Point has become more appealing to
investors. As the nightclubs and evening entertainment have declined,
the area has become a quieter and slower-paced neighbourhood. A
number of new residential and mixed-use developments are currently
under construction, and this is expected to further boost Potts Point’s
appeal. One-bedroom units in Potts Point have a rental yield of 4.4%.
INNER WEST
Suburbs close to rail links are always popular among Inner West
investors, and a good choice for investors and rentvestors on a tight
budget are 1- or 2-bedroom units dating from the 1960s and 1970s.
These types of property can be found in Dulwich Hill (median unit price
$716,000) and Ashfield (median unit price $661,000), which also have
high tenant demand due to their transport options and affordability.
Long-term yields are likely to be around 3.5% to 4%, and continued
gentrification of these areas plus their proximity to the CBD and
employment prospects suggest good capital growth potential.
WESTERN SYDNEY
The main areas of Western Sydney suitable for entry-level investors are
located on the outskirts of the south-west growth corridor. They include
Leppington, Oran Park and the recently released Austral.

Three-bedroom house and land
packages in Austral are priced
from $615,000, while in the more
established (though still new)
suburb of Oran Park, the median
house price is $690,000....

Three-bedroom house and land packages in Austral are priced from
$615,000, while in the more established (though still new) suburb of
Oran Park, the median house price is $690,000 – well below the Sydneywide median of $850,000. New estates in the south-west precinct
present solid long-term growth prospects due to the location of Sydney’s
future second airport at Badgerys Creek, investment in surrounding
employment hubs and updates to transport links.
In addition to offering a lower entry point, this region presents an
opportunity for investors to maximise depreciation benefits through new
properties, and the state government incentives associated with building
or buying a newly constructed property.
SOUTH-WEST SYDNEY
Lakemba and Wolli Creek are affordable options for beginner investors
and rentvestors. Wolli Creek offers modern 1-bedroom units priced from
$590,000, while Lakemba features 2-bedroom apartments dating from
the 1960s and 1970s. Wolli Creek is just 9 kilometres from the CBD, with
good access to main roads.
Also in the south-west, Padstow, Revesby and Panania are popular
among investors because their larger lot sizes offer the potential for
development as dual-occupancy dwellings. The median unit price is
$620,000, with yields around 3.25%.
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SUTHERLAND SHIRE
In the Sutherland Shire, the suburbs of Kirrawee, Sutherland and
Jannali are all seeing increased development of apartments. While
these developments are unlikely to outpace the local market in terms of
capital gains, from an investor’s point of view they are attractive due to
improvements in public transport and infrastructure, including shopping,
restaurants and cafes, which attract tenants. The median unit price
in Kirrawee is $655,000, compared to $640,000 in Sutherland and
$595,000 in Jannali. Yields are around 3.5% to 4%.

Regional New South Wales
ILLAWARRA
Two-bedroom units are an affordable option for Wollongong investors
and rentvestors. Tidy older-style 2-bedroom units can sell for $400,000.
Further south, in the Nowra area, older homes can still be purchased
for upwards of $300,000. Properties with the potential to deliver a dual
income stream – such as a house with a granny flat, or a house divided
into two units – can also be attractive to investors. As a guide, 37 Denise
Street, Lake Heights, is currently on the market for upwards of $590,000.
The property is a 2-storey dwelling, with each level being fully selfcontained, and a gross yield of 5.45% is possible.

The Illawarra’s strong market will
undoubtedly slow down at some
stage, but long-term capital gains
will always be made along the
region’s coastline, as more people
choose to live near the sea.

The Illawarra’s strong market will undoubtedly slow down at some stage,
but long-term capital gains will always be made along the region’s
coastline, as more people choose to live near the sea.
CENTRAL WEST
In Bathurst, affordability remains strong in the 1980s and 1990s
developments located around Kelso, Raglan and Eglinton. Newer
developments in Kelso are helping to raise rents in older areas.
Developments are under construction in Eglinton and Windradyne, with
3-bedroom dwellings on 450 square metres priced under $390,000.
Rent returns in Bathurst are historically around 5%, but they have fallen
recently as prices have skipped ahead of rents. An increase in purposebuilt student accommodation has cannibalised the broader rental market.
The North Orange property market has peaked and there have been price
falls in some areas, largely due to a cooling of the local mining sector.
Affordability remains strong in South Orange, which is popular among
tenants.
NORTH COAST
The lower-priced end of the North Coast market is attracting entry-level
investors, and stable market conditions coupled with healthy returns are
drawing investors to the region more broadly. The North Coast’s appeal
is further bolstered by major road infrastructure projects including the
completed upgrades to the highway from Sapphire to Woolgoolga (north)
and Nambucca Heads to Raleigh (south).
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In Coffs Harbour, Park Beach, located approximately 4 kilometres
north-east of the CBD, features mainly modest low-rise holiday/unit
accommodation. The suburb has suffered with a history of negative social
perceptions but it is in the process of gentrification. Prices start at about
$200,000 for older units and range through to $500,000 for older houses.
Gross rental returns are generally around 5%.
South of Coffs Harbour, in Urunga, the median house price is around
$464,000 and yields are 4.2%. Highway upgrades have reduced travel
times to the Coffs Harbour CBD. Nambucca Heads also represents good
buying for investors and rentvestors on a tight budget. The median house
price is $320,000, with a rental yield of 5.4%; and the median unit price is
$252,000, with a rental yield of 5.2%.
Further north, Corindi Beach and Sandy Beach are affordable prospects for
first-time investors. Houses are priced between $400,000 and $450,000,
with rental yields ranging from 4.6% to 4.9%. Both locations have benefited
from the highway upgrade and are seen as the cheaper of the beachside
localities.
The Corindi Beach to Grafton upgrade, currently under construction, has
brought renewed investor activity in Grafton. The median house price is
$285,000, with rental yields of 5.8%. Units are more affordable, with a
median price of $244,000 and a yield of 5.35%.

In many of these areas,
apartments are priced around
$400,000, though this varies
depending on the number of
bedrooms. Yields range from 4.5%
to 4.8%; however, vacancy periods
can extend to four weeks.

MID NORTH COAST
The Mid North Coast property market is strong, with limited stock currently
available. The new outlying subdivisions to the west of Port Macquarie
(Inneslake, Brierley Hill and Thrumster) and to the south (Bonny Hills and
Lake Cathie) are experiencing high demand, including from investors.
Prices are mainly between $450,000 and $600,000.
NEWCASTLE
Areas in the Hunter Valley such as Huntlee, Chisholm, Gillieston Heights
and Katherine’s Landing and, closer to Newcastle, in Thornton offer new
estates that are gathering momentum. Brand-new homes in these estates
are sought after in the investor market for both rental returns and future
capital gains. In many of these areas, apartments are priced around
$400,000, though this varies depending on the number of bedrooms.
Yields range from 4.5% to 4.8%; however, vacancy periods can extend to
four weeks.
CENTRAL COAST
As a result of a prolonged period of growth on the Central Coast, it is
difficult to pinpoint areas with especially outstanding prospects. However,
some areas are considered to hold the most potential for capital gains,
including fringe locations or those that have fallen out of favour from
previous years. Toukley, Gorokan, Noraville and Budgewoi all fall into these
categories.
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These are older suburbs, and investors looking for short- to medium-term
capital gains should plan for renovations, extensions and, possibly, second
dwellings on large allotments to secure decent price growth. The median
unit value in Toukley is $362,000, and it is $370,000 in Gorokan. Yields
are in the range of 5% to 6% for single residential dwellings.
New and ongoing employment development along the Central Coast
will contribute to long-term growth in the region. However, investors and
rentvestors need to be aware of a possible oversupply of apartments in the
Gosford city centre.

Australian Capital Territory
Canberra’s inner northern and inner southern suburbs are expected to
deliver strong capital gains due to their proximity to the city. Tenant appeal
is strong in both the housing and unit markets due to their central location
and access to nearby universities. Units in the inner north have a median
price of $465,000, while in the south the median value is $460,000.
Tenant appeal is also strong in the newer suburbs of Gungahlin where
rents are affordable. The area offers reasonable proximity to the city, being
approximately 11 kilometres from Civic, and the median house price in
Gungahlin is $593,000 and median unit price is $424,750.
Woden Valley and Weston Creek have enjoyed significant price growth
over the past year, and this looks set to continue over the next 12 months.
Woden Valley’s median unit price is $428,250. Weston Creek is more
affordable, with houses having a median value of $591,000 and units a
median value of $403,500. Across the Canberra market, investors and
rentvestors can expect long-term gross rental yields of 5%.
A number of factors will contribute to long-term gains in Canberra, including
the new light rail transport system currently being built and the future
location of government departments.
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Local expertise.
National strength.
Trusted solutions.
Herron Todd White is Australia’s
leading property valuatiuon and
advisory group. For more than
45 years, we’ve given our customers
peace of mind and the confidence
to make good-decisions for their
vital property investments. Whether
you are buying or selling, expert
independent advice is the smartest
property investment you can make.
Liability limited by a scheme
approved under Professional
Standards Legislation. The scheme
does not apply within Tasmania.

Telephone 1300 880 489
admin@htw.com.au
htw.com.au

