
Slowdown not meltdown.
Whilst there is little doubt Australia will feel any slowdown in China, 
many believe the ‘butterfly e!ect’ will not be as devastating as 
predicted by others.
Paul Braddick, ANZ Head of Property and Financial System Research 
is just one economist who believes otherwise, arguing that India, 
Indonesia and the rest of emerging Asia “…are all looking quite 
positive in a medium-term sense1.” In short, he believes that it’s 
not just trade with China bolstering the Australian economy.
It’s a prediction shared by Treasurer Wayne Swan, who recently 
confirmed his belief that Australia will withstand a volatile global 
economy, not only because of our strong links with several Asian 
markets and a strong domestic economy, but also because he 
believes China will do ‘whatever it takes’ to keep its economy growing2.
Despite expert opinion saying things possibly won’t be as bad as 
many predict, taking the leap into property investment during 
uncertain times is proving a ‘wait and see’ situation.
For many, uncertain times are when doing nothing is best, even 
though sitting on the sidelines could see them locked out of the 
housing market if prices continue to rise. 

For others, it’s an opportunity to capitalise on, rather than worry 
about the market situation – as the property market has always gone 
through such corrections. 
Given the Australian property market has come o! two years of solid 
capital gains, it was due to slow down, as it did by approximately 
1.2% in the last quarter of 20113.
Just as China’s meteoric economic rise will undoubtedly slow down 
too, it doesn’t mean it’s tumbling. And that means the ‘butterfly 
e!ect’ might not be as harsh as many predict for the Australian 
property market.

The ‘butter!y e"ect’: what happens 
to Australia’s property market if the 
Chinese economy collapses?
For the last six years it seems the Chinese economy has been 
flying so high, that even the most optimistic forecasters are finally 
predicting an end to the growth.

In fact, there has been so much written in a negative sense about 
the impending collapse, it’s hardly surprising it’s left us all a little 
worried about how much of the ripple we will feel here across 
broad industry sectors – including property.

Particularly after the turmoil in Europe (and its e!ect on the 
Chinese market), the burning question remains – can the 
Australian property market defy the odds and get through 
a Chinese economic meltdown?

Sources: 
1. Boom or Bust?  What to expect in 2012, Your investment property, January 2012. 
2. Uran, D., China will keep us on track: Treasurer Wayne Swan. The Australian, 31 December 2011.
3. House Price Indexes: Eight Capital Cities, Sep 2011. www.abs.gov.au, Australian Bureau Of Statistics.
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Investing in the 
Year of the Dragon. 
Buying or selling a property, you’ll know that a 
feeling of ‘homeliness’ is important. As we enter the 
Year of the Dragon, creating a ‘homely’ atmosphere 
could mean more than freshly baked bread. In fact, 
more investors are now using the ancient Chinese 
practice of Feng Shui to make their property more 
attractive to potential buyers or tenants and to help 
with their own buying decisions.

What is Feng Shui?
Feng Shui (pronounced fung–shway) is the 
relationship between people and their 
environment6. It’s when things feel in harmony 
and there’s a calm flow of energy. These qualities 
could add inherent value, as potential buyers or 
tenants feel a connection to the property and can 
see it as a place they could live and grow in. 

Things to consider when buying.
Try to look at the landscape and see if Feng Shui 
principles support the property. For example, it’s 
good to purchase on the high side of the road, 
as the Qi (energy) there is considered to be of a 
higher quality. It’s also worth asking the vendor 
why they’re selling – if they’re upsizing, it could 
be a good indication that they’ve grown and 
prospered in that home.

Things to consider when selling. 
When preparing for a house inspection, allow 
positive Qi to flow by making sure the pathway to 
the door is clear of clutter. If you have any water 
features, ensure that they’re all flowing freely and 
not blocked, as stagnant water could have a negative 
e!ect7. According to Feng Shui, clean windows 
signify a clear vision and adding lush greenery 
to the entrance lifts the energy of the space. 

Feng Shui is not for everybody, but when inviting 
people into your property, it may be worth 
observing these priniciples – they might buy you 
some good fortune.

Is big best?
If a man’s home is his castle, is bigger really better? 
Here in Australia we seem to think so. Not only did 
the average Australian home grow by more than 
50 per cent from the mid 1980s to early 2000s, 
recent studies suggest we’re still set on building the 
biggest homes in the world4.

We’ve surpassed the ‘Land of Supersize’.
While we’re buying bigger homes or building on what we’ve 
already got, overseas it’s another story entirely. Even in North 
America – the bastion of big – over the past ten years, homes 
have stayed the same size. In 2010, the average floor space in 
the US was 195.2 m2 – that’s 10% smaller than the standard 
modern Aussie home5. 

And in other parts of the world, space is even sparser. See 
below for how we stack up against the rest. 

  Average !oor space in a ‘home’ (house or apartment) 

Watch this space. 
Industry experts believe owning a large home will always 
be a high priority on our list – that is, when we’ve got the 
money to spend4. So, will we continue to surpass the ‘Land 
of Supersize’ or rather, will the current financial crisis cut us 
down to size? For the definitive answer, we’ll just have to 
watch this space.

Sources: 
6. Wiggins, E., Flying the dragon, Australian Property investor, January 2012.
7. Wiggins, E., Tips for selling your home, www.fengshuiliving.com.au, 10 October 2010.

Sources:
4. Kelly, M., How big is my castle?, www.theaustralian.com.au, 20 November 2010.
5. James, C., Housing market trends: Australian homes largest in the world, www.adviservoice.com.au, 
22 August 2011.
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Divided about subdividing?
As modern-day living continues to drive the population 
toward the cities, a whole new outlook has opened up 
for investors: the subdivision. These days, with suburbs 
spreading outwards and cities building upwards, 
houses with big backyards look like they’re long behind 
us – because that space equals money to be made. 
So when we find ourselves with a property featuring 
a spacious backyard, it can be di"cult to know what 
to do with it. 

Will dividing, conquer?
Selling the backyard in favour of subdividing a property can 
be a good way to raise some extra dollars and unlock capital, 
particularly in urban areas. The downside of choosing to 
subdivide, according to property experts, is that your now 
smaller property will now be worth far less than it once was. 

Good backyards are good value.
A metropolitan property with a backyard will be a gold mine 
for working parents wanting a child-friendly place close to their 
inner-city jobs. So, it makes sense to keep the backyard – 
if you’re intending to sell. 

If you’re looking to sell in the short-term, subdividing could 
actually lose you money and significantly devalue the property. 
Real estate director, Brad Pearce, suggests that the return on both 
parts of the subdivison might end up roughly equal to that of 
your original property – meaning you’re out the building costs 
of the subdivision8. 

Dividing now could multiply returns later.
On the other hand, if you’re intending to keep your property in 
the long-term, then subdividing could be a good option. Over 
time, the subdivisions should increase in value and could lead 
to good capital gain and higher rental returns. 

Pearce also suggests subdivision may be a good way for retirees 
to free up some of the capital that’s tied up in land, while 
allowing them to remain in an area they know and removing 
the hard work of the garden. 

If you’re in two minds about subdividing, remember: as with 
everything, the right path depends on where you’re headed.

In!ation and your 
investment. 
There’s no doubt we’re currently 
experiencing a time of economic 
uncertainty, but with the right 
knowledge – while others panic – 
you could profit. 

Inflation can have negative connotations, 
but what we’re seeing in the economy at the 
moment could mean good news for those 
looking to invest.

You’re investing in the future. 
When inflation occurs, house values and rents 
rise, which means good capital gains and rental 
incomes for investors9. 

Secondly, by diminishing the value of money, 
inflation reinforces the value of concrete assets. 
This is one of the reasons property, as a tangible 
asset, is safer than intangible goods such as 
stocks during times of economic turbulence. 

Finally, it erodes debt. When today’s debt is paid 
o! by tomorrow’s dollars, inflation can come to 
the rescue of a bad investment. 

A few things to keep in mind. 
While low levels of inflation (around 2–3%) drive 
the economy forward and can increase returns 
for investors, periods of hyperinflation – where 
inflation spirals out of control – can be dangerous. 

When this happens, investors can find they’re 
left with leases locking them into renting 
properties far below the sky-rocketing property 
values. Here, investors can find their expenses 
also spiral out of control and they are unable to 
raise the rent to o!set them. 

A good grounding should mean 
a solid investment. 
The bottom line, however, is that investors 
needn’t feel uneasy. A sound knowledge of the 
opportunities and risks of inflation should guide 
you toward good investment decisions. While 
we may be standing on slightly unstable ground 
economically, there’s every opportunity for a 
solid foundation and profitable investments, 
if only we tread a little carefully. 

Sources: 
6. Wiggins, E., Flying the dragon, Australian Property investor, January 2012.
7. Wiggins, E., Tips for selling your home, www.fengshuiliving.com.au, 10 October 2010.

Source: 
8. Adams, D., Making the chop for a profit, www.domain.com.au, 15 October 2011.

Source: 
9. Habstritt, G., Why inflation is a property investor’s best friend, Your Investment 
Property, January 2012.
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What’s happening in your state?
2012 looks to be a landlord’s market according to director of 
SQM Research, Louis Christopher. After 2011 saw tight vacancy 
rates, and rents rise over 4.6 per cent, Christopher expects the 
year coming “to be somewhat the same, with possibly another 
five-plus per cent increase10.” 

Top performing Queensland suburbs by 12-month growth11:

Suburb Property type Growth

Bahrs Scrub House 107.7%

Lake Macdonald House 25.9%

Allora House 25.4%

Rosenthal Heights House 24.2%

Ningi House 22.8%

Investor outlook for Queensland.
Things are looking up for Queensland’s property market. The Brisbane 
market appears to have bottomed out, and resource towns continue 
to boom. Vacancy rates are tightening, rents are rising and new rental 
listings are down five per cent from the same time last year12. 

The mining town of Rockhampton could be a hot spot to watch, having 
seen a 1.6 per cent increase in median sale price and a significant rise in sales 
activity. Rental yields in Rockhampton are strong at around 7.5 per cent13.

Sources: 
10. Investors reap the rewards of tight rental market, Smart Property Investment, February 2012.
11. RP Data, Australian Property Investor, March 2012.
12. Queensland market set to improve, Smart Property Investment, February 2012.
13. Fast 50, Smart Property Investment, February 2012.
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