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Defence housing a safe bet

Florence Chong explains
why DHA properties are
popular with investors

SANDH Foreman and her pariner Stuart
Muxwell, whio are about o settle on thelr
new propsrty, joln 10,000 private mvestors In
providing housing foe the Australian De-
fenca Force: Collectively, E};u investors
are mpected to invest millian to
230 million in Defence Housing Australia
howses in the preseat financial year.

Foreman, 8 morigege brokes, and her
partnier have bought a five-bedroom hoase
Canbherra for 3565000 from the DHA snd
signed a 12-year Jease plus a thres-year
aptianal extension

o] (hink there is o silver lining o all this
glooen and doom People with equity can
fow invest,” Foreman says “This s a
tirme to by real estate.””

s managing director Michael Dl
Gigante tefl Wealth that e expects private
investors to Retile  comiracts valued ul
350 million to S60 million by the end af June:

He sava there has been renewed interest
from individsial imestors n the DHA sale
und less=back program in recent months.

“This may be attributed partly to the
valatile performance of other sets mach s
gharest ™" he says

Low intersst rates, high residential rental
yields and the relative secarity the DHA
offers in somewhast uncertain economic
times are also deciding factors

Foreman says her property will yield gross
returms of ghout 5.5 per cent based aa initial
weekly rental of §554 8 week

Uttimntely, however, it s the comfort of
Knowing - that it will be & hassle-free
investment, without the problens ofies
expestenced by residential property in the
open market

Foreman und her partmer will have o fix
up the propesty after sach tenant lesves. And
shere mvariably will he dowmtime without
income between tenants

Otbyer investars, such s Wes and Lexic
Lassn from Port Stephens in NSW, plan
sventually to move into their DHA invest-
ment home:

“Our children have grown up and left
hame &0 it makes serie for us o move into
& smabler house,” Wes Lassam says

silafemern taken up the option to Jesse It to
DHA for another three years and uf the
sned of ft we will sell gur curmmt home and
moe i

vt Is 1 beautiful home located in a lovely
stiburh. Our next-door neighbour 11 2n
owner-occupier not in the defence farce™

After buving the house MNewcsstle for
00,000, the Lassams boughl & second
DHA howse In Calrris for $260,000.

wwithin two days of seilling on the
properties, we received ouT first rental
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cheque. The rent i3 paid in advance’ Wes
Lassam says.

“\We get a gross rent of $395 & week for
our N property and $400 for the
Cairn property.” Hesnys the rent is neviewed
eyery year.

Like many tnvestars, they choose fo pay
the DHA 165 per cent maintenance fee put
of the rent for maintaining and managing the
preperty during the lease,

Lassam. 52, small business manager with
{he Grester Building Scciety m Newcastle,
aays after council and waler rates and the
muaintesance fee, they still receive sotld
puturm, Ad far capital gains, Lassam fgires
that his twa properties have doubled in value
since 2000,

But Terry Ryder, director of property
research service Hotspottingromau, says
tnvestors should e wary.

*These [properties] are overpriced, on
average. by 10 1o 15 per cent compared fwith]
pquivalent properties in the same area” he
says. He says DHA believes the higher price
ix justified because of ita lease security

“investors are paying twice for that
security. As well as higher punchase price,
wlso the malntenance fee i twice the level
charped by real estate agents”

He says unless #n investor keaps the
property umtil the end of the lease, they can
be sold only with the lease stiached

«This limits the resala market, There is
orly & small rumber of people who want to
buy this kind af property,”” says Ryder, who
has heen resesrching DHA houses every
year for the pest six years

The continued popularity of DHA housing

undermines this criticism. Del Gigante says
during the past decade the age
indbviduals have averaged $200 million to

L300 mitlion a year

He says each DHA bouse &5 scld with a
bong-term lease sttached and nvestor have
back to DHA for =
specified ferm, usizally nine o 12 years.

The present leases also IncoTpoTale &
miinbmum rental guarantee, which means the
weekly rent cannot drop below the starting
amouit. Independent valuers are appointed
o review rent anoaally

Before taking up &n option to exend the
Jease, Del Gigante zays, the properiies have
to be frshened up with & coat of palnt,
new campets and modifications 1o Witchens

to agres to lease it

and bathrooms.

“This weak | was in Adelaide negotiating
with 12 individual owners to update their

properties’ e says

“The cost will be bebwesn £15.000 and
£20,000 for each house and DHA will share
the cost with the owners."

DHA houses, old and new, ane sprinkled

scrods the country.

“Far instance, in Swingy we have houss
in Randwick |eastern
jmorthern beaches], Liv

snd Richmand

these houres.""

DHA has 17,500 homes, valued at §7.6 bil-
t. Private investors
v 11,000 anid the rest are awned by DHA

from, unsder s mana

suburbs] Des Why

erpool [southwest]
{western suburhsl!®  Del
Gigante taya, **You can drive through these
suburbs and will not able be able to dentify

andl the Department of Defence

ncy's sales 1o
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Road signs of finance:
how to read the market

IN recent fimes, financial markets have taken centre
stage acrass the globe.

Examples of some of the phrases you my often
hear through media aulfels are that the All Drdinaries
indek has risen 2 per cent In trading foday of thatin
pwerseas markets the Dow fones has closed skightly
lower. A5 an investoryou My be unsuse of whet this
means and how they have an effect on you trading
and shane partfolios.

Essentially, an indexis 8 measure of the
perdormanceof 3 pa rticular instrumant through tme,
and a share-markat index is a measure of the change
in price of a basket of shares. (ndexes such as the All
ohrdinaries index ghne 3 ganeral indlcation efthe trend
ofthe Australlan share market. The Al Qrdinaries
Index 1 made up of the largest 500 companias listed
an the ASK. it was the banchmark index until
March 30, 2000, when it was substituted by the Supf
ASK 200 index

Ta determine which companies constitute 8
particular index, the rompanies are weighted avery
quartar sccording to their mariet capitalisation, The
market capltalisation of a company 1= caboulated by
multiplying its share price by the nu miber of shares it
has on |ssue. For example, companies such as BHP
and Commonweelth Bank have a large market
caplinlisation and would reflecta higher pefcentage
pf the S8 PJASX 200 index.

The S &F/ASK 200 index 15 recognised as the
{nvestable benchmark far the Australlan pguity
market. It addresses the needs of investment
managers i benchmark against a partfolio
characterised by sufficient size and lguldity. The
S&P/ASY 200 consists af the 5& P/ASK 100 (lop 100
stocks) plus an additional 100 siocks. The
constituents of a partic ular index are managed by
Standard and Poot’s.

As well as belng usedin the Australian market,
Indices are usied across the world to givean
Indication of the performance of avarseas share
markats, Tha most well-known US indices are the Deow
fones Index, which measures the perform ance of the
tap 30 companies lsted on the New York Stock
Exchangs, gnd the 5 &P 500 index, which includes
the iargest 500 stocks listed on both the New York
and HASDAL stock exchanges. In Britain the
Benchmark indexis the FTSE 100, which measures
the perfommence of the tap 100 com panles trading on
the Londan Stock Exchange, The Nikkei index Isthe
benchmark index in japan and consists of the top 125
companles lsted on the Tokyo Stock Exchange.

These indices provide investors with an Indication
off the direction of the overall market,

There are also sector-spacific Indices. They provide
{nvestars with an opportunity to view thi performance
of their invesiments againgt the paricular sector of
which they are 3 constituent so you can then
banchmark yous investment and view whether it has

ot performed or underperformed against the sector
g5 8 whole
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Call 133 DHA or visit www.invest.dha.gov.au
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LOW RATE CREDIT CARDS

' instiation e Card iype purthase a8 Cushadbmncerste(il T days Annusl fee Riwrards pvaiiabiai

mecy mecu Low Rate VISA \isa £.99 880 o §58 We
Community Flest Credit Union Community First Yisa Credit Card Visa 1050 10.50 55 530 Ho
Sydney Credit Union S Low Rate Visa Credit Cand \isa 10,54 10,64 55 $30 No
Bankwest Bankwest Lite MasterCard Mastarcand 1075 7045 55 $59 Yeg
Bananatoast Community Credit Unlan B Classic Visa Visa 10,80 1030 ] 545 No
Hunter United Credit Union Huntar United Visa Credit Card \isa 10.89 10.9% 55 £48 No
Members Equity Bank Mmmiers Equity MasterCard Mastencard 10.99 10.9% 4 £39 No
HAE MAB Low Rate Visa Cand Visa 10,89 19.99 55 §49 No
Heritage Building Sodety Heritage Visa Classic Na Frills iss 11.30 11.30 1] . Ho
Bank of South Austrafia BankGA Vertigo MasterCard Mastercard 1139 1099 ] 555 Yfas
51, George Banit St George Vertigo MaserCard Mastercard 1139 19.9% 55 4§55 et
|ntach Credit Unfgn Limited {ntech Credit Union Titanfam 55 Yisa 1155 11.55 55 $36 No
Big Shy Credit Unlan Bl Sky Cradit Union Low Rate Credit Card Visa 1170 1.7 &5 . Ha
Aussie fusssie MasterCard Mastercard 1.7 7.99 55 £49 Ka
Commaonwealth Bank Commonwealih Bank Low Rate Cand Mastercand 1178 19.9% 55 548 No
Wewcastie Permanent Bullding Society Heweasths Permanent Valuss Visz 11.84 15.84 31 £45 o
Community CP5 Australia Community CPS Low Rate MasterCard {Silver) Mastercand 11.85% 11.85 55 £35 Ha
CUA 124 Low Rate MasterCard - Silyee Mastercard 11.85 11.85 EH] 535 Ho
LS FCCS Low Rate Mastercard Silver Mastercard 11.85 1545 55 §35 No
IMB {ME Low Rate MasterCard Masienan 11.85 11.85 55 §55% Mo
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