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Introduction

Property investment decisions are often influenced by family opinions, media headlines, recent sales, personal
familiarity and stories about what worked for someone else. This is “barbecue investing”: advice based on
anecdotes rather than a structured assessment of evidence.

Data-driven property investing does not mean choosing a suburb because an algorithm ranked it highly. It means
examining how people, businesses, governments, developers, tenants, homeowners and lenders are behaving —
and then assessing whether those behaviours are likely to create future demand, scarcity and price pressure.

The goal is not to predict the market with certainty. The goal is to improve the probability of making a sound
investment decision.

This framework is organised in seven parts. Part | sets out the principles that govern how data should be
interpreted. Part Il establishes the hierarchy of property information, from investor strategy down to the individual
dwelling. Part Ill is the indicator library — the measurable signals, grouped by what they actually tell you. Part IV
addresses timing: momentum, cycles, and whether a market still has room to run. Part V challenges the most
persistent myths. Part VI describes the investor’s process — the discipline that converts research into decisions.
Part VIl closes with a five-question decision framework.

Important Information

This document has been prepared by Property Scorecard for general informational purposes only and does not
constitute personal financial, taxation, legal or investment advice. It does not take into account the objectives,
financial situation or needs of any individual reader. The trust taxation changes discussed in this briefing are
proposed and not yet legislated, and remain subject to change. Property and tax settings are inherently uncertain
and forward-looking statements represent Property Scorecard's research view at the time of publication and may
not eventuate as described.

Readers should seek independent, personalised advice from a licensed financial adviser, mortgage broker, and
qualified accountant before making any investment or structuring decision, including decisions relating to capital
gains tax, negative gearing, trust distributions, or SMSF borrowing, all of which remain subject to change by
government at any time.
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Part I: Principles

1. Data Is a Record of Human Behaviour

Property data is ultimately behavioural data.

Every transaction records what someone was prepared to pay. Every rental application records where a household
wanted to live. Every building approval reflects a developer’s expectation of future demand. Every migration
number represents people choosing to relocate. Every reduction in listing stock shows owners deciding not to sell.
Every loan approval records what a lender was prepared to risk.

Individually, these observations may not mean much. When combined, they help identify patterns. For example:

¢ Rising rents show that tenants are competing for limited accommodation.

¢ Falling days on market show that buyers are making decisions more quickly.

¢ Low listing volumes indicate that buyers have fewer properties from which to choose.
¢ Rising household incomes increase the capacity of local residents to pay higher prices.
e Strong job creation attracts additional residents and supports mortgage servicing.

¢ Limited construction activity can restrict future housing supply.

* Increasing owner-occupier demand can improve market stability and resale depth.

The objective is therefore not simply to collect information. It is to understand what the information reveals about
future human behaviour.

2. No Single Metric Can Select a Market

One of the greatest mistakes in property research is treating one data point as the answer. Examples include:

“The vacancy rate is low, so it must be a good investment.”

e “Population is growing, so prices must rise.”

e “Ahospital is being built, so the suburb will boom.”

e “The rental yield is high, so the property must be undervalued.”
e “The suburb has already grown, so it is too late.”

e “There is a high owner-occupier percentage, so it must be safe.”

Every metric has limitations. A low vacancy rate may coexist with weak household incomes. Strong population
growth may be accompanied by excessive new construction. A major infrastructure project may already be
reflected in property prices.

Research should therefore triangulate multiple indicators rather than rely on one attractive statistic. A strong
market usually requires several forces operating together:

¢ People want or need to live there.

¢ Those people have sufficient income or borrowing capacity.

e Available housing is limited relative to demand.

e Future supply is unlikely to overwhelm the market.

e The local economy can support ongoing employment and income growth.



¢ The selected property appeals to the dominant buyer and tenant groups.

e The purchase price is reasonable compared with comparable alternatives.

3. Leading Indicators Versus Lagging Indicators

Not all data arrives at the same speed, and not all data points forward.

Median price growth is a lagging indicator: by the time it appears in a report, the behaviour that produced it
happened months earlier. Census demographics can be years old. Relying on lagging data alone means arriving
after the move has been made.

Leading indicators reveal behaviour before it flows through to prices:

e Listing volumes and days on market shift before prices do.

e Rental vacancy and rent growth often tighten before purchase demand follows.
¢ Finance approvals and pre-approval activity precede settled sales.

e Vendor discounting narrows before headline growth accelerates.

¢ Building approvals signal supply that will not arrive for one to three years.

A disciplined researcher distinguishes between data that describes where a market has been and data that
suggests where it is going — and weights recent behavioural signals more heavily when assessing momentum,
while weighting structural fundamentals more heavily when assessing the long term.

4. Know Your Data Sources — and Their Limitations

Australian property data comes from multiple providers, and they frequently disagree.

¢ Price data (CorelLogic/Cotality, PropTrack, Domain) uses different methodologies — hedonic indices,
stratified medians, or simple medians — and can report materially different growth figures for the same
market in the same month.

e Vacancy rates (SQM Research, REIA, PropTrack) are calculated from different rental listing pools and
definitions. A “1 per cent vacancy” from one provider is not directly comparable with another’s.

e Census data (ABS) is rich but ages quickly — by the fourth year after collection, income and demographic
profiles may no longer describe the current population, particularly in fast-changing areas.

e Median prices in small markets can swing dramatically on a handful of sales and should be treated as
indicative only.

Practical rules: never compare figures across providers as if they were one series; check the sample size behind any
suburb statistic; prefer the trend within a single consistent series over the absolute number; and treat any suburb-level
figure derived from fewer than roughly 30 annual sales with caution.



Part Il: The Hierarchy of Property Information

Not all information should be given equal weight. A useful research hierarchy is outlined below. Each level filters
the one beneath it: a market that fails at a higher level cannot be rescued by strength at a lower one.

Level 1: Investor Strategy and Structure

Before selecting a market, the investor’s objectives must be understood. Relevant considerations include:

¢ Investment timeframe.

e Desired retirement date.

¢ Need for short-term equity growth.

e Required rental income.

e Borrowing capacity.

¢ Available deposit and cash buffers.

e Tax position.

e Risk tolerance.

¢ Ability to hold through periods of weak growth.
¢ Plans to purchase additional properties.

e Personal, trust or SMSF ownership structure.

A market may be suitable for one investor and unsuitable for another. An investor seeking equity within three
years may place greater emphasis on near-term demand, listing scarcity and market momentum. An investor with
a 15-year timeframe may place greater emphasis on employment diversification, population growth, infrastructure
and long-term land constraints.

The suburb should fit the strategy — not the other way around.

Structure Changes the Selection Criteria

Ownership structure is not merely a tax decision made after the property is chosen. It changes which properties
and markets are suitable in the first place.

Regulatory note (current as of July 2026): new SMSF LRBA borrowing for residential property is banned from 10 August
2026. Existing residential LRBAs are grandfathered, and contracts of sale signed before 10 August 2026 still qualify
under the transitional rules — but for any new client conversation from that date forward, gearing a residential
property inside an SMSF is no longer an available strategy. Commercial property borrowing is explicitly unaffected. This
is now a Level 1 gating question in its own right: before any SMSF strategy is discussed, confirm whether the fund
already holds a grandfathered LRBA, whether a contract can be signed before the cutoff, or whether the asset under
consideration is genuinely commercial rather than residential. For the full mechanics, the post-ban decision sequence,
the state-by-state land tax comparison and a worked side-by-side of personal name vs. trust vs. SMISF under the
current rules, see the dedicated chapter: chapters/ownership-structures.md.

The mechanics below remain relevant for three audiences: investors with an existing, grandfathered residential
LRBA; investors able to sign before the cutoff; and any SMSF strategy involving commercial or business real
property, which is unaffected by the ban.

A property held in an SMSF under a limited recourse borrowing arrangement (LRBA) operates under different
constraints from one held in a personal name:



e Equity in an SMSF property generally cannot be released to fund the next purchase — growth is locked in
until sale. This weakens the case for a pure growth asset and strengthens the case for income that rebuilds
the fund’s cash position.

¢ The fund must maintain liquidity to service the loan through vacancies, repairs and contribution
interruptions, which raises the required yield and cash buffer.

¢ The asset must satisfy the sole purpose test and cannot be materially improved with borrowed funds under
an LRBA, which limits renovation-based strategies.

¢ Lending options are narrower and rates typically higher, tightening serviceability.

e The eventual exit may occur in pension phase, where capital gains can be tax-free — which changes the
value of long-hold growth relative to a personal-name asset facing full CGT.

The same logic applies in reverse for personal names: usable equity, negative gearing value against personal
income, and land tax exposure in the investor’s chosen state all shift the calculus. The correct question is never “is
this a good property?” in isolation, but “is this a good property inside this structure, for this investor, at this point
in their sequence?” — and, from August 2026, whether an SMSF-geared residential structure is even on the table
for this client at all.

Portfolio Sequencing

For investors planning multiple purchases, each acquisition affects the borrowing capacity available for the next. A
high-growth, low-yield property may build equity but consume serviceability; a strong-yield property may preserve
borrowing capacity but build equity slowly. The order and mix of acquisitions is itself a strategic decision, and a
market should be assessed partly on what it does to the investor’s next purchase, not only the current one.

Level 2: Structural Market Fundamentals

Structural indicators influence a market over long periods. These include:

e Population growth.

¢ Household formation.

¢ Employment growth.

¢ Income growth.

e Economic diversification.

e Transport connectivity.

e Education and health facilities.

¢ Developable land availability.

¢ Planning and zoning restrictions.
e Construction costs.

e Infrastructure investment.

e Migration trends.

o Lifestyle and amenity.

¢ Climate, insurance and environmental risk.

Structural factors generally matter more than a single month or quarter of property data.



Level 3: Supply and Demand Conditions

This level assesses the balance between how many people want property and how much property is available.
Important indicators include:

e Total listings.

¢ New listings.

¢ Vendor discounting.

¢ Days on market.

e Auction clearance rates where relevant.

e Sales volumes.

e Building approvals.

¢ Dwelling completions.

e Rental vacancy rates.

¢ Rental listing volumes.

e Rental days on market.

e Rent growth.

¢ Development pipeline.

e Established dwelling turnover.

e Land-release schedules.

Strong price growth is more likely when buyer demand is increasing while available supply is constrained. However,
current scarcity must be compared with future supply. A suburb can appear undersupplied today while thousands
of dwellings are progressing through the development pipeline.

Level 4: Suburb and Neighbourhood Quality

City-level growth does not mean that every suburb or every property will perform equally. Suburb-level
assessment should consider:

¢ School catchments.

e Employment accessibility.

e Transport options.

e Retail and services.

e Walkability.

¢ Crime and safety perceptions.

¢ Noise and environmental issues.

¢ Flood, fire and insurance exposure.

¢ Housing quality.

e Street presentation.

e Owner-occupier demand.

¢ Dwelling-type preferences.



e Demographic profile.
e Proximity to undesirable land uses.
e Future zoning changes.

Research should also be undertaken below the suburb level. Two properties with the same postcode can have
materially different investment prospects.

Level 5: Property-Specific Fundamentals

A strong suburb cannot compensate for a fundamentally undesirable property. The property itself should be
assessed for:

e Functional floor plan.

e Natural light and orientation.

e Car accommodation.

e Storage.

e Land component.

e Privacy.

e Bedroom and bathroom configuration.

¢ Build quality.

e Ongoing maintenance.

e Owners corporation or strata costs.

e Tenant appeal.

e Owner-occupier appeal.

e Comparable sales.

e Comparable rents.

e Resale liquidity.

e Oversupply of identical properties.

* Price relative to established alternatives.

The investor should aim to purchase the type of dwelling local households genuinely want — not simply the
property that is easiest to sell to investors.



Part lll: The Indicator Library

The indicators below are grouped by what they actually measure: demand, supply, affordability and finance,
market pressure, catalysts, and risk overlays. No indicator in this library is decisive on its own — each is a lens, and
the picture emerges from triangulation.

A. Demand Indicators

1. Population Quality, Not Just Population Quantity

Population growth does not automatically produce capital growth. Research should identify:

e Whether population growth is temporary or permanent.
¢ Age and income profile of new residents.

e Household size.

¢ Homeownership intentions.

e Rental versus purchase demand.

e Interstate versus overseas migration.

e Employment status of new residents.

¢ Dwelling types required.

e Whether housing construction is keeping pace.

An area receiving higher-income families may behave differently from an area receiving mostly students,
temporary workers or short-term residents. The composition of growth matters.

2. Household Formation
Demand is influenced by the number of households — not only the number of people. Population can remain
relatively stable while housing demand rises because:

e Children leave the family home.

e Couples separate.

e Average household size declines.

e Older residents live alone.

¢ Young adults delay sharing accommodation.

¢ More people seek home offices or additional bedroom:s.

A reduction in average household size can increase dwelling demand even without exceptional population growth.

3. Household Income Growth
Current income matters, but the direction of income growth may matter even more. A location with rising wages
can support:

e Greater borrowing capacity.

e Higher rents.

e Upgrading into better-quality housing.

¢ Increased discretionary spending.



¢ More resilient mortgage servicing.
e Greater owner-occupier competition.

Income growth should be assessed alongside employment composition. A market dominated by one employer or
one volatile industry may be less resilient than a market supported by health, education, professional services,
construction, logistics and government employment.

4. Employment Diversity
A market with strong employment growth can still be vulnerable if most jobs depend on one industry. Investors
should examine:

¢ Number of major employment sectors.

e Concentration of local employers.

e Public-sector versus private-sector employment.

¢ Full-time versus casual employment.

e Average wages.

e Unemployment rate.

Workforce participation.
e Major projects supporting future jobs.
¢ Ability to commute to multiple employment centres.

Economic diversity reduces the risk that one closure, commodity downturn or government decision will materially
weaken housing demand.

B. Supply Indicators

5. Stock on Market
The number of properties available for sale is one of the clearest measures of market pressure. Declining stock can
indicate:

e Owners are reluctant to sell.

e Buyers are absorbing new listings quickly.

e Competition is increasing.

e Vendors have stronger negotiating power.

However, investors should distinguish between:

e Low listings caused by genuine demand.

e Low listings caused by a temporary lack of transactions.
e Low listings in very small or illiquid markets.

¢ Low listings before a large future supply release.

The best signal is usually falling stock combined with rising transaction volumes and shorter selling periods.

6. Building Approvals Versus Completions

Approvals indicate intention. Completions indicate actual supply. Many approved projects are:



e Delayed.

¢ Redesigned.

e Sold.

* Repriced.

e Abandoned.

e Rendered financially unviable by construction costs.

Investors should assess both the approved pipeline and the probability that the dwellings will actually be
completed. A large theoretical pipeline may not translate into immediate supply, while several projects already
under construction represent a more credible risk.

7. Development Feasibility

Future supply depends on whether developers can make a profit. Important factors include:

e Land prices.

e Construction costs.

e Finance costs.

¢ Planning delays.

¢ Infrastructure charges.
* Presale requirements.
e End-sale prices.

¢ Labour availability.

e Builder solvency.

When replacement costs rise above established property values, new development becomes more difficult. This
can protect existing property values by constraining supply. Conversely, markets with abundant inexpensive land
and easy planning pathways may respond quickly to rising demand with new construction.

8. Land Supply and Replacement Cost

Investors should examine how easily additional housing can be created. Relevant questions include:

¢ |s developable land genuinely limited?

¢ Are there physical barriers such as coastline, mountains or protected land?
e Are growth boundaries in place?

e Can agricultural land be rezoned?

e Isinfrastructure available to service additional development?

e How quickly can new estates be released?

¢ What does it cost to reproduce the property today?

Scarcity is more valuable when it is difficult, expensive or politically challenging to create new supply.

C. Affordability and Finance Indicators

9. Relative Affordability



Affordability does not simply mean “cheap”. A $500,000 property can be unaffordable in a low-income regional

economy, while an $850,000 property may remain relatively affordable in an area with higher household incomes

and dual-income employment. A meaningful affordability assessment may examine:

Median dwelling price.

Median household income.

Mortgage repayments.

Interest rates.

Deposit requirements.

Household debt.

Typical household composition.

Local rent levels.

Comparison with neighbouring markets.

Availability of suitable housing at different price points.

The key question is: can the households who want to live in this area afford to compete for the available

properties? If local purchasing power is exhausted, continued growth may require higher-income buyers to migrate

into the market.

10. The “Years to Own” Metric

The “years to own” calculation can be used as an affordability or mortgage-stress indicator. It attempts to estimate
how long a typical household would take to repay a typical mortgage under a stated set of assumptions. However,

it should not be treated as a universally standardised metric. Results can vary substantially depending on

assumptions relating to:

Household income.

Deposit size.

Interest rate.

Repayment percentage.
Loan term.

Taxes and transaction costs.

Whether gross or disposable income is used.

It is best used as a comparative indicator rather than a precise forecast.

11. Rental Affordability

Rents cannot rise indefinitely without regard to tenant incomes. A market may have low vacancy, but further rent

growth may become constrained if tenants are already spending an excessive proportion of income on housing.

Investors should assess:

Median rent relative to household income.
Availability of cheaper neighbouring suburbs.
Tenant wage growth.

Household crowding.



e Rental arrears.

¢ Incentives and discounting.

e Movement from houses to townhouses or apartments.
¢ Migration away from the area.

Strong rent growth is more sustainable when supported by income growth.

12. Credit Conditions and the Cost of Money

See also chapters/rate-cycle-playbook.md for this indicator worked against twelve real markets across a full hiking-
cutting-reversal cycle (2022-2026) — a rate-beta framework showing which kinds of markets amplify a national credit-
conditions shift and which are more insulated, and, critically, a dated correction: the 2025 rate-cutting cycle several
earlier chapters in this project described as an ongoing tailwind has since fully reversed.

Housing demand is not only about who wants to buy — it is about who can borrow, and how much. Nationally,
credit conditions are among the most powerful short-to-medium-term price drivers. Local fundamentals determine
which markets outperform; credit conditions heavily influence whether markets rise at all. Investors should
monitor:

¢ The interest rate cycle and market expectations of its direction.

e Regulatory serviceability buffers, which change the maximum loan available on a given income.

¢ Lending policy shifts — investor lending restrictions, interest-only limits, loan-to-value caps and their
removal.

e Lender appetite for specific property types (small apartments, regional postcodes, specialised assets) and
locations.

¢ First-home-buyer schemes, guarantees and grants, which pull demand forward at specific price points.

Two implications follow. First, a rate-cutting cycle or an easing of serviceability rules can lift borrowing capacity
across the entire market and disproportionately benefit affordable markets, where buyers are most capacity-
constrained. Second, a property type that lenders dislike carries hidden resale risk: the future buyer pool is limited
not by desire but by finance.

D. Market Pressure Indicators

13. Sales Volumes
Price growth accompanied by increasing sales volumes is often more convincing than price growth based on only a
small number of transactions. Healthy transaction volumes suggest:

e Broad buyer participation.

¢ Reliable price discovery.

e Resale liquidity.

¢ Confidence in the local market.

e Greater availability of comparable sales.

Very small markets may record dramatic median-price movements because only a handful of properties changed
hands.

14. Vendor Discounting



The gap between the original asking price and the final sale price reveals negotiation power. Falling vendor
discounts can indicate:

e Buyers are accepting advertised prices.

e Competition is strengthening.

e Sellers are becoming more confident.

e Market momentum may be improving.

Rising discounting may indicate softer demand, excessive pricing or increasing stock. This metric should be
considered with days on market and listing volumes.

15. Vacancy Rates
Low vacancy rates can support rent growth, but they do not prove that a market will achieve strong capital growth.
A very low vacancy rate may result from:

e Genuine population growth.

e Limited construction.

e Temporary worker demand.

¢ Natural disaster displacement.

e Seasonal accommodation pressure.

e Owners withdrawing properties from the rental market.

¢ A small rental pool where minor changes distort the percentage.

Investors should examine the duration and cause of the vacancy trend, not just the headline number.

16. The Rent-to-Owner Ratio
The proportion of renters can provide insight into market stability, but it should not be used in isolation. A high
investor or renter concentration may increase risk because investors are often more financially responsive than
owner-occupiers. When holding costs rise or capital growth disappoints, investors may sell. A concentrated
investor market can therefore experience:

e More simultaneous listings.

e Greater price competition between vendors.

e Faster shifts in supply.

¢ Higher sensitivity to tax or lending changes.

e Less emotional attachment to property.

¢ More volatility during weak market conditions.

However, a high renter ratio is not automatically negative. It may be normal in inner-city locations, university
precincts, employment hubs, lifestyle and tourism markets, and areas with younger populations. The ratio should
be examined alongside property type, tenant demand, supply pipeline, owner-occupier appeal and resale market
depth.

17. Owner-Occupier Appeal



Owner-occupiers generally purchase for lifestyle, family, schools, stability and emotional connection. These
motivations can support prices because the decision is not based solely on rental yield. Properties with broad
owner-occupier appeal may benefit from:

e Deeper resale demand.

¢ Longer holding periods.

e Better property upkeep.

e Lower sensitivity to short-term cash flow.

e Greater emotional competition.

¢ More stable neighbourhood presentation.

However, a high owner-occupier percentage does not guarantee strong returns. An ageing or economically
stagnant owner-occupier market may still deliver weak demand.

E. Catalyst Indicators

18. Infrastructure: Announced, Funded or Delivered?

See also chapters/reading-a-ddr-critically.md for this ladder tested against nine real, named infrastructure claims
across every worked example in this project — a worked calibration reference rather than a category to re-derive from
scratch for every new claim, and the standing checklist for pressure-testing any due diligence report against this
framework, including the supply-constraint-claim and employment-durability patterns that recur across chapters.

Infrastructure announcements frequently attract investor attention, but not every project creates property
growth. Infrastructure should be categorised as:

e Proposed.

e Under investigation.

e Politically announced.

e Budgeted.

e Contracted.

e Under construction.

e OQOperational.

The investment impact also depends on whether the project creates permanent employment, reduces travel time,
connects residents to major job centres, improves local amenity, attracts businesses, changes land values, is
already reflected in prices, or creates negative externalities such as noise or congestion.

Infrastructure is a supporting indicator, not an automatic investment strategy.

19. Infrastructure Timing
The best investment window may occur before infrastructure is completed, but after the project has sufficient
certainty. Purchasing too early can mean waiting many years while capital is tied up. Purchasing after completion
may mean the benefit has already been priced into the market. Investors should consider:

e Project certainty.

e Construction timeframe.

e Current market expectations.



e Existing transport alternatives.
¢ Likely economic impact.

¢ Holding capacity during the development period.

20. Price Disparity and the Ripple Effect
Buyers frequently move to neighbouring markets when their preferred location becomes unaffordable. This
creates a ripple effect. A potential ripple market may have:
¢ A meaningful price gap from the neighbouring premium market.
e Comparable transport access.
e Improving amenity.
e Similar housing quality.
e Suitable schools.
e Better affordability.
¢ Increasing buyer enquiry.
e Evidence of demographic upgrading.

A price gap alone is not sufficient. There must be a reason buyers will accept the substitute location.

F. Risk Overlays

21. Regulatory and Tax Environment

Property is a state-regulated asset, and the rules change. Investors should assess the direction of travel in the
relevant state or territory on:

¢ Land tax rates, thresholds, aggregation rules and foreign or trust surcharges — these vary dramatically
between states and can convert a marginal cash-flow position into a negative one.

e Tenancy law reform — minimum standards, rent-increase frequency limits, ending-of-tenancy restrictions
and pet provisions all shift the balance of holding risk.

e Rent-control or rent-cap proposals, which directly constrain the income side of the investment.
e Short-stay accommodation levies and restrictions, where relevant to the strategy.

e Stamp duty settings, concessions and any proposed transition to broad-based land tax.

Structural access to borrowing itself — not just its cost. The SMSF residential LRBA ban, effective 10 August 2026, is a
national example of this: it does not change land tax or stamp duty, but it removes new SMSF gearing as an option for
residential property altogether, for every state at once. Existing residential LRBAs are grandfathered; commercial and
business real property borrowing is unaffected. A reqgulatory risk of this kind — a structural door closing, rather than a
cost rising — deserves the same weight as a tax change, and should be checked for currency at the time of every new
SMSF conversation, since it is exactly the kind of rule that can move faster than a static reference document.

The negative gearing quarantine and CGT discount abolition, both confirmed law from the same May 2026 Federal
Budget package as the SMSF LRBA ban. From 7:30pm on 12 May 2026 (Budget night), losses on established
residential property purchased after that time are quarantined — usable against other rental income and future
capital gains, but not against salary or other non-property income. New-build residential, commercial property and
SMSFs are exempt from the quarantine and retain full negative gearing regardless of purchase date. Separately,
the 50% CGT discount for individuals, trusts and partnerships is abolished from 1 July 2027, replaced with cost-
base indexation and a 30% minimum tax on gains — complying super funds, including SMSFs, retain their existing



33%% discount untouched. Both reforms change the regulatory risk calculus by structure and by product type at
once: an SMSF becomes relatively more attractive on the CGT-discount comparison at the same time it becomes
less accessible for new residential gearing, and a new-build purchase retains a genuine, quantifiable negative-
gearing advantage over an equivalent established purchase from Budget night onward, distinct from the usual
depreciation and maintenance arguments.

A jurisdiction actively increasing the cost and constraint of being a landlord changes both investor cash flow and
the future investor buyer pool. This does not automatically disqualify a market — but it must be priced, and it
belongs in the stress test.

22. Climate, Insurance and Environmental Exposure
Insurance is no longer a line item — in some markets it is a structural force. Rising premiums in flood- and cyclone-
exposed regions can materially reduce net yield, shrink the future buyer pool to those willing to carry the
exposure, create valuation and lending complications, and in extreme cases render a property effectively
uninsurable. Investors should:

e Obtain an actual insurance quote before purchase, not an estimate.

¢ Check flood mapping, bushfire overlays and historical claims in the specific street, not the suburb.

e Consider the trajectory of premiums, not just the current figure.

e Treat uninsurable or prohibitively expensive exposure as a veto, regardless of other market strengths.

23. Specialised Assets: High Yield, Narrow Exit

Some property types trade general appeal for enhanced income: rooming houses, dual-key dwellings, student
accommodation, serviced apartments and short-stay assets. These can be legitimate strategies, but they follow
different rules and must be assessed on different data:

¢ Income often depends on a government funding framework or a single demand channel, so policy risk
replaces some market risk.

e The future buyer pool is largely other investors in the same niche, which narrows resale liquidity and can
widen the gap between income value and market value.

e Lender appetite is thinner, affecting both the purchase and every future buyer’s ability to finance it.
e Qperating costs, compliance obligations and management complexity are higher.

The general framework in this document still applies — but a specialised asset must additionally justify itself
against the question: if the enhanced income stopped tomorrow, what is this property worth to an ordinary buyer?



Part IV: Timing and Momentum

Identifying Whether a Market Still Has “Steam”

A market may continue growing after a strong price increase. Recent growth does not automatically mean the
opportunity is over.

The correct question is not: has this market already grown? The better question is: do the forces that produced
the growth remain in place?

A market may still have momentum when:

e Buyer demand continues to rise.

e Listing supply remains restricted.

¢ Household incomes can support higher prices.

e The market remains affordable relative to alternatives.

e Population and employment are increasing.

e Rental pressure remains strong.

e New construction is constrained.

¢ Sales volumes remain healthy.

¢ Vendor discounting is falling.

¢ Days on market remain short.

e Buyers are migrating from more expensive nearby locations.
¢ Infrastructure is improving connectivity.

¢ The market has not become heavily dependent on investors.
e Comparable markets remain materially more expensive.

Warning signs that momentum may be weakening include:

¢ Rapid increases in listings.

¢ Falling sales volumes.

¢ Longer days on market.

¢ Increasing vendor discounts.

e Deteriorating affordability.

e Large numbers of identical dwellings under construction.
e Rising rental incentives.

e Heavy investor concentration.

e Dependence on one employer or industry.

e Prices rising significantly faster than local incomes.
e Valuation shortfalls becoming common.

e Strong speculative activity without corresponding economic improvement.



Is Buying at the Top of a Cycle Dangerous?

Buying near the top of a cycle can be dangerous when:

e The investor needs to sell in the short term.

e The property is highly leveraged.

e There is no cash-flow buffer.

e The market is heavily speculative.

e Future supply is substantial.

o Affordability is stretched.

¢ Employment conditions are deteriorating.

e The property has limited resale appeal.

e The investor has overpaid.

¢ The strategy depends entirely on immediate growth.
However, entering after a period of growth is not inherently a mistake. For a long-term investor, the more
important questions are:

¢ |s the asset fundamentally sound?

e Can it be held for an entire market cycle?

e |sthe debt structure sustainable?

¢ Isthe purchase price reasonable?

e |s there evidence of continued demand?

e Will future supply remain controlled?

¢ Does the market have multiple economic drivers?

e Will the property remain desirable to future buyers?

The true risk is not simply purchasing after growth. It is purchasing a poor asset, at an inflated price, with
insufficient holding capacity and no margin for error.



Part V: Property Myths to Challenge

Myth 1: Property Always Doubles Every Ten Years

Some markets may double within ten years. Others may take much longer, and some individual properties may
substantially underperform their broader market. Performance depends on entry price, market cycle, property
type, supply, demand, local incomes, employment, credit conditions, holding costs and property-specific appeal.

A doubling rule should never replace research.

Myth 2: You Should Only Buy Where You Would Personally Live

Personal preference is not the same as investment merit. An investor may dislike a suburb that is highly suitable
for the households actually living there. Equally, a desirable lifestyle suburb may offer poor investment
fundamentals because the entry price is excessive.

The relevant question is not whether the investor would live there. It is whether sufficient future buyers and
tenants will want to.

Myth 3: Cheap Property Has More Room to Grow

Low price does not necessarily mean undervalued. A property may be cheap because of weak employment,
population decline, excessive land supply, poor amenity, insurance risk, low household incomes, limited finance
availability, weak resale liquidity, or high crime or reputational issues.

Value should be judged relative to demand, income, scarcity and future prospects.

Myth 4: High Yield Means a Better Investment

High rental yield can compensate for risk rather than indicate value. A high-yield property may have weak capital-
growth prospects, high maintenance costs, high vacancy volatility, difficult tenants, limited owner-occupier
demand, industry concentration, high insurance costs, low land value or poor resale liquidity.

Yield should be considered after expenses and in conjunction with capital-growth fundamentals.

Myth 5: Low Vacancy Guarantees Capital Growth

Vacancy rates describe rental availability, not buyer capacity. A market can have tight rental conditions but weak
price growth if household incomes are low, lending is restricted, owner-occupier demand is weak, future supply is
rising, the market is highly transient, or properties are unaffordable to local buyers.

Rental and sales markets are related, but they are not identical.

Myth 6: New Infrastructure Always Creates Growth

Infrastructure may support growth, but it may also already be priced in, take decades to complete, be cancelled,
produce mostly temporary jobs, benefit another suburb more directly, increase noise or congestion, or unlock
additional housing supply.

Investors should investigate the actual economic and accessibility effects.



Myth 7: Buying New Is Always Better

New property can offer depreciation, lower maintenance and modern tenant appeal. It can also involve developer
premiums, smaller land components, valuation risk, oversupply, settlement risk, identical competing stock and
high strata costs.

A genuine, quantifiable regulatory advantage now sits alongside the traditional depreciation argument. Since
7:30pm on 12 May 2026 (Budget night), a new-build residential purchase retains full negative gearing regardless of
when it is bought, while an established residential purchase made after that time has its losses quarantined —
usable against other rental income and future capital gains, but not against salary or other non-property income.
This is a genuine asymmetry, not a restatement of the old depreciation-and-modern-tenant-appeal case, and it
should be named explicitly in any new-versus-established comparison from Budget night onward. It does not
override the underlying risks above — developer premiums, valuation risk and oversupply are unchanged by this
reform, and a strong tax position on a poor asset is still a poor investment.

New property should be purchased where the location, dwelling type, price and supply pipeline are
commercially justified, and — since 12 May 2026 — the negative gearing asymmetry should be treated as one
more genuine factor in that judgement, not as a reason to override it.

Myth 8: Established Property Is Always Better

Established property can provide superior land value, known streetscapes and comparable sales. However, it may
involve major maintenance, lower depreciation, poor energy efficiency, outdated layouts, structural defects,
renovation costs, tenant disruption and significant immediate capital expenditure.

The same 12 May 2026 reform cuts the other way for this myth. An established property purchased after Budget
night now carries a genuine, quantifiable cash-flow constraint the traditional land-value and known-streetscape
arguments don’t offset: any loss is quarantined against other rental income and future capital gains rather than
usable against salary, which changes the near-term serviceability picture for a negatively geared purchase
specifically. Properties owned before Budget night are grandfathered and unaffected. This does not make
established property a worse investment in every case — land value, scarcity and comparable-sales certainty
remain real advantages, and an investor not relying on negative gearing (a cash-flow-positive purchase, or a
purchase inside an SMSF or company structure) is unaffected by the quarantine at all — but the correct
comparison now has a genuine, dated tax-mechanics difference behind it that did not exist before 12 May 2026, on
top of the physical and depreciation differences that have always applied.

The correct comparison is between individual investment outcomes, not simply new versus established — but
from 12 May 2026 onward, that comparison should explicitly include which side of the negative gearing
guarantine each option sits on.

Myth 9: A Good Suburb Makes Every Property a Good Investment

Even strong markets contain poor assets. Examples include properties on major roads, flood-affected land,
defective buildings, poorly designed apartments, high-strata complexes, oversupplied dwelling types, properties
with limited natural light, inappropriate layouts, and overpriced developer stock.

Property selection remains critical.

Myth 10: Data Replaces Local Inspection



Data and physical inspection are complementary. An inspection can reveal street noise, traffic, topography,
property condition, neighbouring land uses, construction activity, street appeal, parking problems and distance
barriers not evident on a map.

The inspection itself creates additional data. The real issue is not data versus “boots on the ground”; it is whether
both are interpreted within a disciplined framework.



Part VI: The Investor’s Process

Create a Written Investment Brief

Before looking at properties, document:

e Target purchase price.

e Required cash buffer.

e Maximum acceptable holding cost.
¢ Investment timeframe.

e Growth and income objectives.

e Preferred ownership structure.

e Required settlement timeframe.

e Acceptable property types.

¢ Risk exclusions.

¢ Planned next purchase.

This reduces the risk of becoming emotionally attached to an unsuitable property.

The Three-Tier Gate: Veto, Must-Have, Supporting

Indicators should not be averaged into a single score, because a fatal flaw cannot be offset by attractive statistics.
Instead, indicators operate at three tiers, applied in order.

Tier 1 — Veto Indicators

If any of these is present, the investment does not proceed, regardless of everything else:

¢ Uninsurable or prohibitively expensive insurance exposure.
e Severe flood, fire or structural risk.

e Material valuation shortfall.

e Excessive concentration of identical investor stock.

e Unsustainable body corporate costs.

e Dependence on one declining employer.

e Major undisclosed defects.

¢ Inability to hold the property under stressed conditions.

e A purchase price materially above comparable evidence.

e A strategy dependent on immediate refinancing or growth.

Tier 2 — Must-Have Indicators

All of these must be satisfied before supporting evidence is even considered:

e Sustainable borrowing.
e Adequate cash buffer.

¢ Diversified employment.



e Acceptable future supply.

e Broad tenant and buyer appeal.
e Reasonable purchase price.

e Suitable insurance.

¢ No unacceptable planning or environmental risk.

Tier 3 — Supporting Indicators

These strengthen a case that has already passed the first two tiers; they can never rescue one that has not:

¢ Planned infrastructure.
e Recent rent growth.

e Short days on market.

¢ Falling stock.

¢ Nearby price disparity.

e Demographic upgrading.

An investment should never proceed merely because it has several attractive supporting indicators while failing
a veto or must-have requirement. Good investing is partly about identifying opportunities and partly about
avoiding irreversible mistakes.

Stress-Test the Investment

Modelling should consider more than the expected scenario. Test the property under:

e Higher interest rates.

e Lowerrent.

e Temporary vacancy.

e Unexpected repairs.

¢ Slower capital growth.

¢ Delayed depreciation or tax benefits.

e Reduced household income.

e Valuation shortfall.

e Higher insurance or strata costs.

e Higher land tax or adverse regulatory change.
¢ Longer settlement or construction delays.

An investment that only works under optimistic assumptions is not a resilient investment. Since the 12 May 2026
reforms removed the ability to offset an established-property loss against salary, the tax refund can no longer be
relied upon to soften a property that is genuinely expensive to hold — the stress test needs to be run on the pre-
tax weekly cash-flow number, not the after-tax one. Four scenarios are worth quantifying specifically, rather than
treated as a general category:

e Rates hold higher for longer than currently budgeted, not merely a single cash-rate move.

e Rent stays flat for an extended period — model at least 12 to 18 months of no rent growth, not the next
renewal only.



e The property sits vacant for an extended period — model roughly eight weeks, not the two-week
assumption used in most back-of-envelope numbers.

¢ A maintenance or capital works bill lands at materially more than quoted — model at least double the initial
estimate.

If the property still holds together under those four conditions at once, it is likely a resilient asset. If it only
works in the best-case scenario, that is the scenario least likely to actually occur.

Distinguish Market Risk From Property Risk

Market risk relates to the location: employment, population, supply, demand, affordability, economic conditions.

Property risk relates to the individual asset: design, build quality, pricing, maintenance, strata, tenant appeal,
resale appeal.

A strong property in a weak market may underperform. A weak property in a strong market may also
underperform. Both levels must be acceptable.

Avoid False Precision

Property data is imperfect. Median prices can be distorted by changes in the types of properties sold. Vacancy data
can differ between providers. Forecasts can be revised. Infrastructure can be delayed. Population estimates can
change.

Data should therefore be used to create ranges and probabilities — not guarantees. A disciplined investor asks:

¢ What does the evidence suggest?

e What assumptions are being made?

e What could cause the outcome to differ?
e How much margin for error is available?

e Can the investment survive if the forecast is wrong?

Do Not Confuse a Good Market With a Good Deal

A market may have excellent fundamentals, but the individual property can still be overpriced. Investors should
compare:

e Price per square metre.

e Land component.

e Build quality.

e Comparable sales.

e Comparable rents.

e Alternative dwelling types.

e Established versus new stock.

¢ Incentives included in the contract.

e Likely bank valuation.

e Replacement cost.



Strong market research should never be used to justify paying any price.

Consider the Exit Market Before Buying

Before acquiring a property, identify who is likely to buy it in the future. Potential future buyers may include first-
home buyers, families, downsizers, professionals, investors, retirees, local owner-occupiers and interstate
migrants.

The broader the future buyer pool, the better the potential resale liquidity. Highly specialised properties may
generate strong income but have a narrower resale market — and the exit buyer must also be able to finance the
purchase, so lender appetite for the property type is part of the exit analysis.

The Tax-Neutral Test

A useful discipline, particularly since the 12 May 2026 negative gearing quarantine and the scheduled 1 July 2027
CGT discount changes, is to separate the merits of the asset from the value of its tax treatment. Tax does not
create a sound investment; it improves the return on one that was already going to work.

The test is simple to state and uncomfortable to apply honestly: would this property still be purchased if its tax
treatment changed tomorrow? If the honest answer is no, that is a signal about the underlying asset, not about the
tax code. Two investors can claim an identical deduction — one on a well-located property with genuine long-term
demand, the other on a poorly located property that only "works" once the tax benefit is added back. The
deduction is never the difference between the two outcomes; the underlying asset is.

This test sits upstream of the Three-Tier Gate above. A property that fails the tax-neutral test should be examined
for a veto-level or must-have-level weakness before it is allowed to proceed on the strength of its supporting tax
position.

A Pre-Purchase Checklist

Before signing, the following should each be answered directly rather than assumed. This checklist does not
replace the Three-Tier Gate, the stress test or the five-question framework in Part VIl — it is a final, practical pass
that draws the same discipline together into a single sign-off.

e Does this property still make sense with no tax benefit attached at all?

¢ Isthe location fundamentally strong, rather than merely currently trending?

¢ Is rental demand proven by data, rather than assumed from a general impression of the area?

¢ Has the purchase been stress-tested against higher-for-longer interest rates, not just the current rate?

¢ Isthe depreciation and tax position actually understood, rather than only the headline number quoted by
the seller or agent?

e Isvacancy genuinely low in this specific market, backed by a consistent data series rather than a single
figure?

e Isthere real, funded and timetabled infrastructure driving future demand, or only a proposal or promise of it
(see indicator 18)?

¢ Isthere a cash buffer sufficient to survive a genuinely bad six months, not only an average year?

e Has this specific position been discussed with an accountant, rather than relying on a general rule of thumb?



¢ Does this property actually support the investor's stated objective and timeframe, rather than simply being
available?

An honest "no" to any of these is not automatically a reason to walk away. It is a reason to slow down and
obtain the missing answer before proceeding — which is the same principle that runs through this entire
framework: the goal is not certainty, but a decision made with the evidence actually in hand.



Part VII: The Five-Question Decision Framework

A potential investment can be assessed through five questions.

1. Is Demand Likely to Increase?

Consider population, household formation, employment, incomes, migration, amenity and accessibility.

2. Is Supply Likely to Remain Controlled?

Consider existing listings, building approvals, construction, land availability, zoning and development feasibility.

3. Can Buyers and Tenants Afford the Property?

Consider local incomes, mortgage repayments, rents, comparable suburbs and credit conditions.

4. Does the Property Match Local Demand?

Consider dwelling type, bedrooms, parking, land, layout, schools, transport and dominant household profiles.

5. Can the Investor Safely Hold It?
Consider debt, cash flow, buffers, income security, interest rates, insurance, land tax, maintenance, structure

constraints and timeframe.

A property should satisfy all five questions. Strong demand alone is not enough if supply can expand rapidly. A
good location is not enough if the investor cannot safely hold the debt.

Final Principle

Data-driven investing is not about finding a perfect suburb or eliminating all risk. It is about moving from opinion to
evidence, from isolated statistics to triangulation, and from generic market commentary to an investment decision
that fits the investor’s personal strategy and ownership structure.

The best research process combines:

e Historical evidence.

e Current market conditions.

e Forward-looking supply analysis.

* Local observations.

e Property-level due diligence.

e Conservative financial modelling.

¢ Independent professional advice.

¢ A clear understanding of the investor’s objectives.

The strongest investment decision is not the one supported by the most data. It is the one supported by the most
relevant data, interpreted in the correct hierarchy, purchased at a commercially sensible price and held through a
structure the investor can sustain.

That is the difference between the barbecue and the evidence.



About PROPERTY SCORECARD

This guide was prepared by PROPERTY SCORECARD. Here is what we do, and the
one rule the whole business is built around.

THE ONE LINE

We make our money from the report, not the transaction. We are paid the same whether the
verdict on a property is proceed or avoid, and that indifference to the outcome is the entire
product.

What we do

PROPERTY SCORECARD exists to take the conflict of interest out of property due diligence.
We are independent of any sales channel. No agent, developer, or commission sits behind
our verdict, so we have nothing to protect except being right. We turn scattered, hard-to-
reach data into a single defensible call on a specific property: whether the price is supported,
whether the fundamentals stack up, and what risks a buyer cannot easily see for themselves.

The three voices in a purchase

When someone buys a property they hear three voices, and it is worth being honest about
whose side each one is on.

The selling agent acts for the vendor. The legal duty, the commission, and the next listing all
point the same way: a sale, at the top of what the buyer will pay. The information the agent
holds is usually genuine, but it reaches the buyer selectively. What helps the sale gets told.
What does not gets left out, and silence is not a lie, so the buyer never learns what was
withheld.

The buyer's own research is the most compromised voice of all. By the time most people are
researching a property, they have already decided they want it. The research stops being a
test and becomes a search for permission. Supporting data gets noticed; contradicting data
gets explained away.

PROPERTY SCORECARD is the only voice in the room with no stake in whether the buyer
proceeds. We have never seen the kitchen, so we cannot fall for the property. We can test the
case instead of defending it.

What you are actually buying

Put plainly, you are paying for someone to try to talk you out of it: rigorously, with evidence,
and with no reason to flinch. Every other voice has a reason to keep the deal alive. We are
built to find the reason a purchase should not proceed and to state that reason even when it
is unwelcome. If the property survives the test, you proceed with earned confidence rather
than borrowed enthusiasm. If it does not, you have avoided the most expensive mistake in
the process.

The second thing you get is calibration. We are the repeat player on your side. We have read
the comparable sales the agent did not volunteer, we know what a normal vendor discount



looks like in that market, and we apply the same institutional method to a single purchase
that you will make only a few times in your life.

How the call is made

A verdict is only worth trusting if the method behind it is sound. Five disciplines hold ours
together.

« Evidence is graded, not pooled. A verified sale outranks an unverified one, and an
automated estimate is only ever a cross-check, never the anchor.

« Verdicts are capped, not averaged. A weak reading on any one measure caps the
result. A fail is never blended up into a pass on the strength of a good growth story.

« One report, one verdict. The same conclusion runs from the front page to the last,
word for word.

« Bias is surfaced, not buried. We ask what the data is hiding, and we keep the
inconvenient evidence in the report rather than quietly dropping it.

« Every claim is sourced, every inference flagged. Where something is inferred
rather than verified, we label it and state how to confirm it.

And we never fabricate or estimate silently. A polished but invented figure is worse than no
figure, because it buys false confidence. Where there is a gap, we flag it rather than fill it.

The cost of getting it wrong

A full report is a small fraction of one per cent of a typical purchase price. A calibration error,
overpaying by a couple of per cent because agent pressure could not be weighed or because
optimism filled a data gap, runs to many multiples of that. Property is a low-frequency, high-
consequence, hard-to-reverse decision. That is exactly the kind of decision where an
indifferent second opinion is most worth having, and exactly the kind people most often
make on emotion and pressure.

Where we stop

We are deliberate about our lane, because staying in it is what keeps us independent. We
render a verdict on the property and the numbers. We do not give financial, tax, legal, or
credit advice, and we do not carry your full financial picture. Serviceability, ownership
structure, tax position, and portfolio fit sit with you and your licensed advisers. We sharpen
the call. We do not replace your judgment or your professionals, and we will never imply that
we do.

Research first. Then invest.

Before you commit to a property, get an independent PROPERTY SCORECARD report: a
read on the price, the fundamentals, and the risks of a specific property, from the one voice
with no stake in whether you buy.




GENERAL ADVICE DISCLAIMER

The information provided in this publication is general in nature and has been prepared for educational and
discussion purposes only. It does not take into account your personal objectives, financial situation, needs, risk
profile, taxation position, or legal circumstances.

Nothing in this publication should be interpreted as personal financial advice, taxation advice, legal advice, credit
advice, or a recommendation to establish an SMSF or purchase a specific property. You should seek independent
advice from appropriately qualified professionals, including a licensed financial adviser, accountant, tax adviser,
SMSF specialist, Mortgage Broker and/or Solicitor, before making any financial or investment decision.

Any figures, projections, modelling, cashflow estimates, capital growth assumptions, rental estimates, tax
outcomes or investment examples discussed are indicative only and are based on assumptions that may change.
Past performance is not a reliable indicator of future performance, and actual results may differ materially from
any examples provided.
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