Tick, tick...

How to find a hotspot
before everyone else does

Real estate hotspots always happen for clear reasons — which are
easy to identify with hindsight. Successful investors are those who
have foresight — and know how to identify hotspots before they
happen. Terry Ryder describes the hotspotting process, a technique
for identifying markets destined to out-perform.

Case studies in hotspoi creation
The surest way to make money in real estate investment is to
pinpoint a hotspot before it becomes one. And investors can
do that by studying areas which have recently been hotspots.
By understanding why a region became a property out-
performer, investors can identify areas with similar qualities
which have yet to achieve full potential as real estate markets.
Mandurah in Western Australia has become one of the headline
growth areas of Australia. It didn’t happen by accident, And it
didn’t occur because of one overpowering influence. Like ail
hotspots, Mandurah had a combination of compelling factors.
Not only was it driven by the sea change phenomenon, but
Mandurah had a series of important lifestyle features luring
baby boomers and other buyers — specifically a rare combination
of water attractions. The icing on Mandurah’s real estate cake
was transport infrastructure: the extension south from Perth
of the Kwinana Freeway and the State Government decigion
to Hink the region to the capital with rail services.
Chinchilla in Queensland was an ugly duckling country town
with very cheap real estate which took off when major industrial
and resources projects turned it into a boom town.
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As with Mandurah, the best time to be buying property in
Chinchilla was two to three years ago.

But the key question is: what will be the next Chinchilla or
the next Mandurah? Finding the answer isn’t as hard as you
might think. Existing hotspots all have one or more of ten
“creator categories” (see sidebar on page 34) working for them.
The next hoispots wili be areas with similar characteristics
which haven't vet reached their full price potential.

The following case studies in hotspot creation demonstrate
the point.

Case study 1: sea change, lifestyle features,
transport infrastruciure
: . MANDURAH, WA
“I{ there was a national beauty pageant for sea
change locations, Mandurah would be right
up there among the finalists.” So says
- demographer Bernard Salt of KPMG.

Mandurah has become a standout growth area, both for’
population and property values, because of a confluence of
major influences ~ including sea change, new transport links
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‘to Perth and the area’s water

: features. When sea change took hold
around Australia, Mandurah was a logical
target because of its natural environment and

proximity to Perth. Its status was cemented through new
transport infrastructure, firstly through extensions to the
Kwinana Freeway and, soon, with the creation of a rail link
(now being built down the centre of the freeway}. Mandurah
is today one of Australia’s headline hotspots. Salt, in his
Population Growth Report 2065, identified it as the number one
growth area among Australia’s 7o largest cities. Mandurah
Shire, about 75 km south of Perth, now has 60,000 cilizens.

There are more living outside the shire, but still part of the
Mandurah metropelitan area. On that basis, Mandurah is now
a bigger city than Mackay and Rockhampton, having averaged
6.5 per cent annual growth for 20 years. Tt has shot from being
Australia’s Goth largest urban area in 1976 to the 23rd largest
in 2aco4. 1 wili soon be in the lop 20.

The 2066 Property Qutlook Report by Hegney Property Group
says: "The sea change phenomenon sweeping Australia has
resulted in a population surge in coastal cities around the
country. Mandurah is at the forefront of this growth.”

And Mandurah is projected to continue growing. In his
Australic. on the Move report for the Property Council of Australia
{which predicted the number of dwellings required in Australia’s
41 largest cities up to 2031), Salt ranked Mandurah number
o1 in the nation.

BALLINA TO YAMBA

The Ballina to Yamba stretch of the northern
New South Wales coastline will benefit from
two pieces of transport infrastructure:
¢ improverents to the Pacific Highway and the
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Tugun Bypass on the Gold Coast. One of the keys to the success
of this region is the population base in southeast Queensland.
Many Gold Coast and Brisbane residents head south for
weekends and holidays — and Salt says the southern extension
of the Pacific Motorway from Byron Bay to Ballina will lead to
lifting values in Yamba and Ballina, while the planned Tugun
bypass on the Gold Coast will add further impetus.

“People on the Gold Coast have holiday houses further south
into NSW,” Salt says.

“They'll cascade down south, using the Tugun bypass, down
the Pacific Motorway, through to Ballina. There are a lot of
towns with potential down that way.”

Gold Coast valuer Garrie Love of CB Richard Ellis says the
road improvements are on the minds of property owners.

“Every time we do a valuation in northern NSW, they say we
have to take into account the Tugun bypass,” Love says. “And
that's understandable. Every time you see new roads which
smooth out traffic flows, it benefits real estate.”

Love says the road improvements are “fabulous” for markets
such as Yamba, Ballina and Lennox Heads.

“Property in Ballina and Yamba is already benefiting,” he says.

Bailina Shire spreads 33 kim along the NSW coastline 1go
ki south of Brisbane, with 93 per cent of it classified as Crown
land and water-based activities the main recreational activities.
The precinct saw strong price growth after 2006 but remains
quite affordabie. The house sales market in the Greater Ballina
area peaked in 2003 and sales last year were half those levels,
Throughout Ballina Shire, the median house price is now
around $370,000.

About 100 km further south is Yamba which is also affordable,
especially after recent price reductions, The medjan house
price peaked around $380,000 in mid-2004 but, according to
Australian Property Monitors (APM), the median in the year
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to April 2006 was $345,0c0. Grant Gillies of PRDnationwide
Yamba says the area is already feeling the benefits of road
upgrades. Yamba is now little more than two hours from the
Gold Coast and the Tugun Bypass will further shorten travel
times.

“We alrcady get a huge volume of Queenslanders coming
this way for holidays,” he says. “We're certainly getting a lot
of buyer enquiry from southeast Queensland now.”

Yamba’s mainstream market (homes without views) ranges
from $300,000 to $450,000, while waterfront property generally
ranges from $650,000 upwards.

“I sold a fibro home, but with spectacular ocean views, for
$5.8 miltion,” says Gillies.

- SURF COAST, VICTORIA

The sea change trend has already made fortunes
for owners of properties along the Great Ocean
Road, south of Geelong. Salt says the Surf Coast
has enjoyed enduring popularity with Meibourne
peoplc qee}cmg a second home.

But he believes the Surf Coast is a good investment now
because of the $380 million western ring road around Geclong,
which recently started construction. The Geelong Bypass will
bring the area about 30 minutes closer to the capital.

“Drivers using the bypass will avoid up lo 29 scis of traffic
Jights,” says the VicRoads website.

The bypass is being built in three sections and the State
Government has promised that the road will be toll-free. The
first two sections will open in 2008,

Agent Marty Maher of Great Ocean Properties says the new
road will provide unprecedented access to the Surf Coast for
the 3.5 million people currently living within 9o minutes.

“Tt will probably be the biggest insurance policy underwriting
the forward movement of Surl Coast values in the immediate
futuse,” Maher says.

He says there are already instances of investors responding.

“A house with big water views al Fairhaven sold for $1.95
million, $650,000 over the reserve, The buyer told me the ring
road was the major factor. He said he'd seen it bappen before.”

iorne is one of Victoria’s most popular seaside resort towns,
sitting at the mouth of the Erskine River on one of the most
scenic coastal rouies in Australia, iv's established as a long-
term growth area and is now an expensive place to buy property.
The physical parameters of Lorne’s setting means il's constrained
from expanding and developable land is scarce, a factor that
underpins values.

Dale Whitford of Lorne Real Tistate says $400,000 is the
entry point for a house in Lorne and anything with water views
would be above $500,000. Lorne’s median house price in the
year ta April was $650,000, according to APM, which showed
little change on a year carlier,

“The growth we saw in the boom has come toan end,” says
Whitford. “We've scen prices ease a little but nothing that
would have people jumping off bridges.”

Things are more affordable in other Surf Coast locations.
According 1o APM, the median house price for the year to April
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was around $380,000 at Anglesea, Torguay and Airey’s Inlet.
Fairhaven is a bit mere expensive.

Qase study 2: boom towns, ugly ducklings
CHINCHILLA, QUEENSLAND

Coal seamn gas has been the main piston driving
prosperity in the Queensland region which
includes Chinchilla, Dalby and Jandowae.

. The region, about one hour northwest of
100woomba md two to three hours from Brisbane, is undergoing
what has been described as “the biggest flurry of exploration
and mining southeast Queensland has ever seen”.

Projects include the $1.2 billion Kogan Creek coal mine and
coal-fired power station, the Kogan North gas field, the $340
miilion Braemar gas-fired power station, the Berwyndale South
gas ficld development, the Argyle gas field, the Wilkie Cr eck
coal mine, the Tipton West gas field, a gas pipeline linking
Roma to Brisbane via Dalby, the $80 million Dalby Bio-refinery
ethanol plant; and a $200 million gas-fired power station near
Chinchilla.

Dalby is the arca’s biggest town but Chinchilla is also a major
beneficiary. Chinchilla is a town of 4000, but is predicted to
double in the next six to seven years. There's been huge demand
for houses, as workers invade the area.

The boom starled in May 2004 when Kogan Creek Power
Station wag approved.

“Jt went bang overnight,” says Chinchilla real estate agent
Danny Gleeson,

An air-conditioned four-bedroom house could be bought
back then for $160,000 (and now rents for $500 a week ~ a
17 per cent return). Two years on and Gleeson says the marlet
ig still “very, very buoyant”.

He says: “Prices are stil! rising. Now $170,000 will getyou
a decent entry-level house and they go up from there.”

According to Real Fstate [nstitute of Queensland figures,
the median house price in Chinchitla was $86,000 in 2004
but almost double that — around $168,000 — by mid-2005. In
the year to April 2006, the median was $180,000, up 29 per
cent,

Jandowage, halfway between Chinchilla and Dalby, is also
catching some of the action. This was recently 2 town so desperale
that the local council sold house blocks for $1 to encourage
new residents.

fts houses are considerably cheaper than either Dalby or
Chinchilla, with a median price of $130,000 in the year to
April.

. NEWNMAN, WESTERN AUSTRALIA
", The Hope Downs iron ore mine in the Pilbara
v region, a $1.3 billion development by Rio Tinlo
and Hancock Prospecting, was granted State
7 Govermiment approval in April. First production
is exj )octcd early in 2008.

The mine will create 1000 construction jobs and 300
permanent operational jobs. The Hope Downs deposits are 75
lorn from Newman, a model mining town not far from the huge
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