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Your home is your biggest investment
We can show you how to protect it correctly 
with the right insurance policy.

When it comes to buying investment property, 
is rental yield the iron-clad indicator you can 
take to the bank? Or is it another statistic that 
can mislead or misrepresent the potential of a 
property? 

If you’re looking for investment property, 
consider rental yield as one tool in your kit, albeit 
an important tool. It indicates the possible annual 
return on investment, over time, in comparison to 
the purchase price.

Rental yield is calculated thus:
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How important is rental yield 
when investing?

Typically, weekly rent is around .1% of the 
purchase property, so the yield on a typical 
investment property is calculated thus:

Because it doesn’t include a host of other 
variables, such as cost of repairs, depreciation, 

insurance, property management, and rates, 
investors should not look to yield to determine 
whether a property will be either positively or 
negatively geared. This can only be achieved 
through developing a cash flow projection.

Neither does the yield figure indicate or factor 

WEEKLY RENT X 52
Purchase price of property

$400 X 52
$400,000

= 5.2%

in possible capital growth. In fact, on many 
occasions, a property with high yield will be likely 
to offer low capital growth overtime and visa-
versa (although there are exceptions).

For example, many investment properties in 
Australian mining areas are currently offering 
yields of over 8%, however the prospect of 
long-term capital gain – which what ultimately 
investors are seeking – is slim.

On the way to choosing an investment property, 
a high yield is important, but not to be used in 
isolation when making the decision.

The Holy Grail when it comes to investment 
property is a high yield dwelling in an area that 
promises capital gains. Throw in low maintenance 
costs and a great Harcourts Property Manager 
and you have the full package!



While every effort has been made to ensure that the information in the publication is accurate we recommend that before relying on this information you seek independent specialist advice.

Claiming depreciation on your investment property can significantly 
improve your cash flow and reduce your taxable income.

Visit bmtqs.com.au or call us on 1300 728 726 to find out more.
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Buyers guide: 
Purchasing off-the-plan

You’ve seen your dream home – the only 
problem is it isn’t built yet. Is it ever a good idea 
to buy off the plans?

The short answer is yes – there are some 
advantages to buying property before it’s been 
built, but there are some obvious cons too. 

The trick, as with any purchasing property of 
any type, is due diligence and when buying off the 
plans that means some serious digging down into 
the detail.

Some of the pros of buying off the plans are 
that you can often get the property you want, in a 
good location within the development, at a lower 
price by getting in early. Prices can often rise as a 
development nears completion, especially if it is 
proving popular.

By buying early and making your deposit 
(generally between 10% to 20% of the sale price) 
you are securing a place in the market and can 
benefit from any market price increases over the 
period of construction.

The cons of course are not ending up with the 
property you thought you were paying for, built 
and finished to a lower standard or, worse, having 
the developer default on construction because 
they don’t have enough funds to complete it. 
There is always the possibility that the market 
may drop between the time you purchase and the 
time the property is ready.

Here are some things to think about before handing 
over your money on a planned development:

Check your sources. Once you’ve found 
a suitable place, do some homework on the 
developer. What projects have they been involved 
in previously? How successful have they been? Do 
they have a track record of happy customers or a 
litany of complaints? Are they cashed up?

Be visionary. If you can, visit the development 
site and figure out where your chosen property 
fits. How much sun and natural light is it likely 
to get and at what times of the day in which 
parts of the property? How much outdoor space 
will you have? 

What is the street access and off street parking 
like? How close are your neighbours? What will 
the views be like? How likely are they to be built 
out? Make sure you have a clear picture of how 
big the property and all the interiors will be. 
Don’t rely purely on plans, artist impressions 
and show homes.

The devil is in the detail. If you decide to 
proceed you need to go over the sale and 
purchase agreement with a fine toothed comb – 

and a lawyer. You need to make sure you have an 
extremely thorough and clear understanding of 
what you are buying. 

Most disputes arise because buyers are 
disappointed the finished property is not up 
to their expectations. Make sure the contract 
covers everything the developer is responsible for 
including in the finished development. 

You should be clear on how much the developer 
is permitted to deviate from the original plan 
during construction. Most contracts will include a 
percentage amount that developers may change 
from the plans. Buyers should keep this as low as 
possible and be clear about what it can affect. 

Remember even a small percentage change can 
impact the size of your view, or outdoor living or 
storage space for example.

Be clear on the financials. Make sure you 
know where your deposit will be kept and how 

long the conditional period is. Contracts for off-
the-plans purchases can also include a cooling 
off period during which buyers can change their 
mind, but be aware there will still likely be a 
financial penalty. 

Contracts can also include a sunset clause 
which allows buyers a way out should the project 
completion be excessively delayed. However, 
buyers should also be aware that these clauses 
have on occasion been used as a loophole by 
developers to cancel contracts and resell at a 
higher price. Aim to negotiate so the sunset clause 
can work in your favour as a buyer and not just for 
the benefit of the developer.

Seek independent advice. On completion 
of the build it’s a good idea for buyers to seek 
an independent building report to ensure 
everything is completed to a legally required and 
contractually agreed level.


