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But if you are looking for a certain return,

Look bevond tourism

then you may be berter off investing in a
sensible property investment in a ciry
location and renting somewhere for the
times you are able w get away, Kingsley says,
“The financial rewards are often
significantly better if someone imvests
for thar primary purpose rather than mix
the use.”

That being said, Kingsley agrees there is an
opportunity for holiday-leming retums and
capital growth in popular places dotted
around the country - you just need w do
your homework as to whart is driving the
local economy beyond tourism and retirees,
the potentdal rental returns and location.
“There are plenty of great stories of people

who rent houses across coastal communities
where there is strong demand,” he says.
And afeer close 1o a decade of lacklustre
capital growth in many of Australia’s iconic
holiday spots, there are many emerging
reasons why people might be looking vo buy.
RP Data senior research analyst Cameron
Kusher that the vast majority of holiday
areas are onoe again showing signs of life
thanks to higher capital city property prices,
particularly in Sydney and Melbourne.

“Areas like the Gold Coast and Byron Bay
have not seen much capital growth for seven
toeight years, or since the global financial
crisis, but we are startng to see a change,” he
says. “As growth in values picks up in Sydney
and Melbourne, there is a wealth effect.
People feel wealthier and they might go
and bauy a houry item like a holiday home.”

Areason the rebound

Kusher says areas such as the Shoalhaven,
south of Sydney, and the surf coast west of
Melbourne have started to see a bie of
growth, while there are early signs of growth
in Cairns in far north Queensland.

Momnington Peninsula in Victoria, home
o Portsea and Sorrento, might be more
expensive than other areas bue, as property
in Melbourne continues to grow, so o does
demand in those areas.

Kusher says while the West Australian
economy is no longer growing as fast as
the east coast's, there could be increased
activity in Busselton and Bunbury, south
of Perth.

Similarty, the South Australian economy
mighr also be sluggish but, if people were
looking for holiday lifestyle stock, then
Victor Harbor south of Adelaide and the
Copper Coast, in the northern Yorke
Peninsula, are areas where people should
start to look, he says.

Property commentator and the founder of
hotspotting. com.au, Terry Ryder, says capital
growth and rental yields in popular coastal
locations wend w fluctuae along with
salaries and house prices in the major cites,
as well as local council decisions, tourism
numbers and environmental factors.

Acceprable coastal locations w invest in
are the ones that have more going for them




than just tourism and retinzes, he says. Ocher
areas srareing w0 rebound include Gosford
and Port ie in NSW, and
Queensland's Gold Coast.

Byron Bay is a popular holiday destination
with arguably Australia’s best easterly facing
beach but its capital growth would have
been a bitter disappointment for any investor
and its coastal erosion problems make it a
place for inveswors to avoid.

Environmental traps

One favoured destination, the Gold Coass,
has also had extremely poor capical

growth and many investors have suffered
significant losses. In addition to oversupply,
it has suffered from a drop in international
tourist numbers thanks to a strong
Australian dollar.

Its beachside properties are also
threatened by storm surge. Ryder says rising
sea levels are an issue for several areas with
coastal erosion problems, including Byron
Bay, the Gold Coast, Lake Macquarie in NSW
and East Gippsland in Victoria.

Some councils won't ket people build on
their land because of climate change issues,
says Ryder. “1 urge caution around lake
frontages on Lake Macquarie because of
rising sea levels and council reluctance w
approve deve " he says

Environmental factors aside, Ryder says
that as well as being easily accessible o a
major city, the best potential areas for
investment will have other elements to their
economy such as education, information
technology and medical infrastructure.

The areas where this is happening include
Cairns and the Sunshine Coast, north of
Brishane, “They are becoming dynamic
because the local councils are diversifying
their economies and actively encouraging
investment,” Ryder says.

“The Sunshine Coast was dependent on
tourism but there is $15 billion worth of
investment in infrassrocture to develop a
medical and education economy. Cairns,
having been left behind other areas, is now
ﬁndmgnhtnn infrastructure, including

airport, sea port and hospital. The local
council is proactively encouraging
imvestment and, at the same time, tourism

propertes have some of the best rental
returns anywhere in Australia,

While the Gold Coast has many of the
characteristcs you would want to see before
investing — with infrastructure and increased
spending ahead of the 2006 Commomwealth
Games — it is negared because developers

repeatedly flood the market. “The Gold Coast
has had five years of values going backwards
because of oversupply,” Ryder says.

“That cversupply has finally
been absorbed and so is going into &
growth phase. Bur the seeds of the next
phase are being sown because developers
have an endless passion for the Gold Coast.
There might be short-term growth but in the
long term, as we have seen in the past,
investors will lose money,” he warns.
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In NSW, Port Macquarie and Gosford
have been going undergoing similar
diversification processes, which have led wo
a strong growth in prices in the past
12 months.

Ryder says Gosford has radicionally been
about lifestyle, tourism and retirement. In
addition to some infrastructure spending in
the town, which is a 90-minute train ride
from Sydney, is the relocation of 600
Commonwealth public service jobs — half of
them from the Australian Taxation Office. It
is a similar story for the former steelworks
wown of Wollongong, an hour's drive south
of Sydney.

“It is commutable and a cheaper seaside
lifestyle than say, Sydney,” says Ryder.
“There is a lot of infrastructure development
in residental, commercial and retail, which
is creating jobs. It has a strong education
sector which is creating new echnologies
such as IT."

Geelong in Victoria shares a similar story.
Locawed on the Bellarine Peninsula, one
hour's drive from Melbourne, it has the bay
and beaches, and is very much a factory
town in the early stages of a transition to a
more diversified economy.

Commuter potential
“The factory days are coming to a close, so
Geelong is diversifying into education,
medical services and IT,” says Byder.
“Close by, the coastal towns of Barwon
Heads and Torquay have improved
infrastructure and will soon benefit from
the regional rail link.”.
In the west, Ryder sees Mandurah, south
of Perth, continuing to be a growth market,
particularly for fly in, fly out workers who

discovered it as a cheaper and better lifestyle
than one they could have in Perth.

“Tt has been through some lean years bus
is coming back strongly thanks to some
highway expansions and exensions and
rail links, It also has the ocean and estuaries
fior those who enjoy a water-based
environment,” he says,

Improved road and rail links have
revolutionised the appeal of some of the
coastal regional towns and cities around the
coumtry and remain key to furure capiral
growth povendal.

“The number one driver of capital growth
is infrastructure, particularly ransport.
Education and medical infrastructune are




close behind. If you have a coastal location
that is just about revirernent and tourism, the
economy is going o be struggling and there
wor't be much capital growth in the
property market.

“If infrastructure factors are introduced,
such as is happening in Sunshine Coast, Port
Macquarie, Cairns and Geelong, suddenty
they become much stronger economies and
superior property markess,” Ryder says.

RP Data's Kusher agrees that accessibility
is a big driver of property prices in holiday
destinations. Having said that, some places
are appealing because they are tucked away
and harder o get m, but there is lirtle in the
way of fundamentals to recommend them.

“In general, it is about being close
enough to the city to be able w get there
reasonably quickly on a weekend or
holidays,” Kusher says.

Kingsley says location remains key to
finding the perfect holiday rental rather
than the property itself and recommends
being no more than two-and-a-hatf hours'
drive from a capital city.

“There is no doubt you can find some
good cash cows as holiday letting but there
are negatives as well, as not every propery
makes for a good investment when it comes
to buying in resort areas or summer coastal
rewrears,” he says.

Kingsley says a more durable or tired

property which is beachfront or a two-
minute walk from the beach could rent
mare easily and more frequently than a
modern mansion.

“The beach shack concept does sill work
People don't always have to have the best
mod cons,” Kingsley says.

“Location outstrips fancy and is more
likely o creare a bigger rental pool for not
only the peak seasons but the softer season
you also get in these markets.”

Complex patfalls

Kingsley says the biggest risk of buying in
a holiday or seasonal town is once the
emotional element goes and the reality of
renial opportunity becomes apparent.

He says much of it may come down to the
local peoples ability to pet jobs.

“If they are getting second- and third-der
jobs and are missing out on the big salaries
then the reality is the demand dries up and
values stagnate, so you don't get that overall
investment return you may have thought
you'd get," Kingsley says.

“Some pecple are renting out fully
furnished places for the three- or four-day
weekend breaks and getting terrific cash
flow bur they are not going to see the same
appreciation as in the CBD locations.”

Kingsley says, as a starting point, investors
need to do their homework to find the areas
that et consistent rentals and where more
accommodation may be needed.

The investments to avoid are the ones in
larger developments and complexes and
resorts where there may be a holiday
letting pool.

“They sell them very smartly on golf
courses and prime locations, and you would
think they have strong demand from tourists
who want to stay in those locations, Bur if
the group managing them isn’t making a
good dollar then they change ownership.

“The first thing that happens is they want
people to refurnish their apartment. You are
always putting your hand in your pocker and
the money coming in is earen up by fees,”
Kingsley says.

It is no coincidence that real estame agent
windows and local papers are brimming
with properties for sale. The holiday season
is when real estate agents will try hard to
prise out a buy:

Before you sign any contracts and start
imagining your new lifestyle, however,
you might also like o have a good hard
look at the numbers or even have the
property assessed by a qualified independent
investment adviser, just in case you've had
too much sun. B
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