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SETTING THE RENT

Most experienced residential property investors understand that even a few weeks’ annual vacancy brought about by
setting rent too high usually means a lower net income than if the property had been rented at just under current market
value for the whole year.

Experienced investors know that maximising income from rental property investment comes from keeping their properties
occupied rather than by setting high rents, yet there are still landlords who expect to rent their properties for 110% of
market value - in spite of the risk of incurring high tenant turnover and concomitant vacancy. Dissatisfied tenants who
move on when they find a better value option create a cycle of higher turnover and further weeks of vacancy.

Furthermore, investors whose properties are not good value get less enquiry and can't afford to be as selective when
deciding who will rent their property. This in turn increases the risk of property damage, neglect and arrears.

Being selective means checking references (these days references are even available for pets!) but beware of taking into
account irrelevant criteria such as dress style, marital arrangements and other personal choice issues. The bottom line
criterion is Does their history indicate that they would be able to pay $x per week for y weeks?

If a property stays empty because the rent is too high, owners can get desperate enough to overlook a tenant’s patchy
references; in the effort to get the highest income, they make themselves more likely to get less because poor references
could mean greater likelihood of getting behind with the rent.

New investors can avoid a lot of common errors by making use of the expertise of their managing agent. Many novice

investors don't think of employing a managing agent until something goes wrong; it seems that many people think property
management is child’s play until they realise they are out of their depth. Sadly, many people at this stage decide to sell
their investment thinking it is ‘all too hard’ — and of course miss out on the investment benefits that accrue down the years.

PLANNING YOUR INSPECTION PROGRAMME
As a buyer, have you ever bothered to look at properties that really don’t sound like your cup of tea? Most people would be
surprised at the very thought, but in fact, there are times when it might be worth it.

The number of properties to inspect varies from buyer to buyer. But most people need to look at quite a few before feeling
comfortable to make a decision. But what do they do when there is very little for sale and almost nothing that matches their
criteria? No-one feels feel like buying the first property that seems suitable unless they are confident the price is right, but
how do they get to know prices well enough if there are so few to inspect that they feel they will be waiting forever for another
'interesting' new listing”?

This dilemma often happens when there are lots of buyers and very few properties on the market. Often called a sellers'
market (because it tends to favour sellers and disadvantage buyers) it is frustrating for buyers who just want to find something
they like in a reasonable time frame — and before the prices go up.

At times like these it can be useful to inspect even properties that don’t appear suitable. After all, they can still help buyers get
to know the market and what prices properties are actually achieving.

The resulting advantage of being ready to buy sooner is that a sellers’ market is also usually a rising market, and prices may
rise even over the weeks it takes to be ready to make an offer. Many buyers feel pressured to buy quickly in case they miss out.

Being ready to buy sooner may make a considerable dollar difference in the ultimate price paid, and looking at properties that
don’t appeal might pay off - not because buyers might buy them but because of the market knowledge they help them achieve
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