
Winter 2010

1. Buying at auction

2. Size does matter

3. Loans for the self-employed

4. The breaks are failing

5. Economic wrap

Welcome to our winter newsletter,

The Reserve Bank of Australia (RBA) left the official cash rate unchanged in June
after a spate of four consecutive interest rate hikes.

With European debt woes filtering through to the Australian market, the RBA
decided to hold fire on any further rate increases until it gets a feel for the
potential impact on our domestic economy.

Some economists are predicting that rates should now stay stable at the 4.5 per
cent mark up until August, with the cash rate to settle at or near 5 per cent by year
end.

Despite the chance of pending rate hikes there are still plenty of opportunities in
the market for budding property buyers.

With the demand for rental properties still strong, investor activity continues to
increase. In this issue of Mortgage News take a look at the investment property
options available for borrowers, specifically the pros and cons of studios, one and
two bedroom apartments.

For the self employed we also consider the financing available to them so that
they can capitalsie on bourgeoning investment opportunities, or to purchase a
new home to live in.

As well as a market wrap from property analyst Residex, our economic wrap and
strategies for buying at auction, I'm sure you'll enjoy this issue of Mortgage News.

If you'd like to discuss any topics highlighted in this issue, or have any questions
on how the recent rate rise may impact your mortgage, please feel free to give me
a call.

Sincerely,
Fred Rizio - Managing Director/Principle
FLR Solutions
Email: fred@flrsolutions.com.au Mobile: 0415 280555
Website: www.flrsolututions.com.au
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Auctions are a fast, practical and effective way to make a
home purchase or investment. If you're considering
buying at auction, here are a few pointers to give you a
head start over the competition:

 Have pre-arranged finance: It's a good idea
not to place a bid on a property until you have
pre-approved finance. It will cost you an
enormous amount of money to break the
contract if you do not have the finance to
complete it. In addition, by having pre-approved
finance you'll have a good indicator of how much
you can spend, allowing you to bid within your
means.

 Read the contract: Source a copy of the sales
contract as soon as you can or at least before
the property goes to auction. The estate agent
should be able to send a copy through. Ensure
that you receive some legal advice on the
contract to ensure it's suitable. If you're serious
about bidding on the property, you can also
negotiate on some of the terms of the contract
before it goes to auction.

 Do your research: Research the area, property
prices and past and current sales to give you a
good idea on what the property is worth. While you
might have formed an emotional connection with
the property, ensure that the investment stacks up
financially and that there are good prospects for
capital growth.

 Inspect thoroughly: Inspect the property inside
and out before the auction and take note of all its
defects. Also arrange a pest and building
inspection before it goes to auction. What may first
seem like a bargain may not be the case if you
need to spend money redoing the plumbing,
electrical/structural work, or demolishing an illegal
structure on the land under Council order.

 Treat it as a business deal: Considering the
bidding process as a business deal will help you to
remain objective and make clear decisions. If you
are an impulse buyer or have an emotional
attachment to the property, ask a trusted family
member or friend to bid on your behalf. They will
have no emotional attachment and will help you to
make clear decisions on the big day.



A unit can be a sound investment, but with so many styles
of units available, it can be hard to determine which will
provide the greatest return for you.

There are pros and cons associated with each purchasing
decision. Ultimately, one of the most important factors to
consider before purchasing a unit is its location.

A well positioned unit does present many advantages and
often provides very attractive returns. If you need
assistance researching the market, as a broker I can help
you access property reports and other related information.

Moreover, investors should make sure they buy in a block
that is well positioned, desirable and well-maintained.

With these key points in mind you can start to consider the
style of unit that best suits your needs. Here are some of
the pros and cons with each:

STUDIO APARTMENTS

Pros - A new demand is emerging for accommodation that
services career oriented, single people and independent
retirees. Escalating levels of divorce and separation are
also fuelling demand for trouble-free affordable
accommodation, and studios are becoming increasingly
attractive to both young and older Australians. This can
help ensure strong interest from tenants and potential rental
returns.

 Cons - The main disadvantage of a studio flat -
other than its size - is that it may not rise as
quickly in price as one and two bedroom units.
Moreover, mortgage lenders' acceptance of studio
apartments as security has traditionally not been
as strong as one and two bedroom units,
potentially making securing financing more
difficult.

ONE BEDROOM APARTMENTS

 Pros - Investors should expect to see a high
rental return and should not have too much of a
problem sourcing tenants for the property,
provided it is close to the inner city. A one
bedroom unit is generally larger than a studio
apartment and can therefore command a greater
rental fee from the occupant/s.

 Cons - Data from Residex has found that many
young professionals today are looking for a unit
that has two or more bedrooms, so that they can
use the second one as a study or work studio.
In addition, renters sometimes seek a property
that can fit into any future lifestyle changes, e.g.
having a child, which may result in the ending of
their tenancy.

TWO BEDROOM APARTMENTS

 Pros - Two bedroom units usually achieve the
highest rental return for investors. And provided
they are located near water, close to the city, or in
an overall good location near transport, shops
and schools, finding occupants is generally easy.
Additionally, two bedroom units usually have a
greater resale value.

 Cons - Two bedroom apartments are traditionally
more expensive than one bedroom or studio
apartments; the entry level price is therefore
higher and can be a barrier for some buyers.

Remember, while there are differences to each type of unit,
your investment selection will most probably be dictated by
how much you're able to comfortably borrow and service. If
you'd like to explore your investment options and borrowing
capacity give me a call.



The credit crunch and resulting squeeze on
liquidity, coupled with the Australian government's
recent crackdown on responsible lending, has
made it harder for the self-employed to secure a
home loan.

But with one in 10 Australians now self-employed,
there is still a strong industry servicing this sector
and opportunities are still available for self-
employed borrowers - they just need to know where
to look.

Here are a few steps that will help self-employed
applicants find a home loan to suit their needs:

. Talk to a broker: A mortgage broker can
assess your financial situation and help
find a loan that suits your needs. They're a
good starting point for self-employed
borrowers as they can also give you a
range of other information to help make
the process of securing financing more
simple, and importantly, less stressful.

. Keep record: Ensure all your business records
are up-to-date, simple to review and well
structured - and this in not just for tax purposes.
If you can highlight a savings history, regular
income and a functional, well structured business
that turns a profit for at least a two year period,
you will significantly broaden your borrowing
opportunities.

. Look beyond the banks: Non-bank lenders,
including credit unions and building societies,
may offer low doc and other loan products not
offered by the banks. They may also have
different requirements, so it pays to see what the
alternative lenders are offering.

. Serviceability: Self-employed borrowers can be
attractive to lenders if they can demonstrate
ability to service a loan, regardless of
business/cash flow fluctuations. Highlight other
commitments you've been able to service on a
regular basis. Again, your broker can help
package up a good case for securing finance.



The Reserve Bank is trying to put the brakes on our major
housing markets by increasing the cost of borrowing. John
Lindeman, Head of Research at Residex - Australia's oldest
and leading provider of residential property data - explains
why this policy can't work.

"In the last thirty years, house prices rose fastest during

2001 to 2007, even as the RBA was aggressively raising

interest rates as shown by the circled area in the graph.

Raising interest rates failed then and the strategy will fail

now, because interest rates hit first home buyers far more

than existing owners.

First home buyer loans fell by nearly 50% in the March

quarter compared to a year ago. It appears that the RBA's

policies are working with respect to first home buyers. Our

figures confirm that house prices are falling in the first home

buyer markets of Sydney, Brisbane, Adelaide and Perth.

Yet house prices in million dollar suburbs have soared and

the RBA brakes have no effect at all. Sydney suburbs such

as Naremburn, Lane Cove North, Chatswood, Willoughby

and Vaucluse rose by more than 8% in value during the last

three months, while Melbourne's Elwood, Sandringham,

Camberwell, Hawthorn, Balwyn and Kew went up even

more by an amazing 10%.

Increased equity is the key. Owners are playing leap frog as

each seller buys again further along the line, but they use

the equity that growth in the market has given them. In the

last twelve months, the median value of a Melbourne or

Sydney home has grown by around $100,000.

Now is the time to seriously consider using your increased

equity to invest in the housing market. Such an opportunity

to take advantage of market growth comes rarely and

should not be missed.

Speak to your mortgage broker to find out how much your

property could be worth, how you could unlock equity and

explore some of your refinance options,â€? comments
Lindeman.





After three consecutive rate rises, the Reserve Bank of
Australia (RBA) left the official cash rate on hold in June.

The RBA has raised the official interest rate six times since
last October, pushing it from the historic low of 3 per cent
last year to a more neutral setting of 4.5 per cent.

Renewed signs of global economic weakness have
brought the RBA's spate of rate hikes to a grinding halt
however.

Escalating debt problems in Europe have had a significant
flow on effect on global markets and the RBA is still trying
to establish the potential impact on domestic inflation
pressures.

While the European Union has worked hard to contain the
Greek sovereign debt crisis, the RBA said in its June board
meeting that it would take a â€˜wait and see approach' to
the actions of European nations to bring budget deficits
under control.

As such, economists are speculating that the RBA will
keep interest rates on hold for the foreseeable future.

AMP chief economist Shane Oliver says the problems in
Europe as well as softening housing demand will push the
RBA to keep the official cash rate at 4.5 per cent until at
least August.

The latest statistics from Residex show that while demand
for housing has weakened compared to earlier this decade,
the house market still grew in value by 1.9 per cent in the
last few months while the unit market increased by 3.4 per
cent.

In the two dearest markets, Melbourne's house median
value grew by 7.7 per cent and Sydney's by 3.5 per cent.
Overall, all capital city house markets except Perth
increased in value in the last twelve months.

Although rates have remained stable, borrowers should
consider reviewing their home loan to ensure it's still the
most appropriate for their needs. If your situation has
recently changed - for example you have a new job or a
child on the way - your current mortgage may not be the
best for you.

Please give me a call and we can discuss your situation and
current opportunities.
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