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Turning negatives to positives

When we last spoke to North Queensland property chaically, Ralf's portfilio has
investor Ralf Sommers, he had an eye on the market i
with a view to buying. The fallout of the GFC derailed more propertics,” be clarifies, “but in
those plans somewhat - but that didn’t stop Ralf from rein 3 Aoy hoilding 3 sdio
mOVing ahead with a new plan . :f.?u-- x‘ll; erey, which will be a
twor=bedroom, S studio, 1 being
constriceed in Ralf™s backyard

e home 15 om a bnve=acre b

and we have a farly lomg drvesway, o
thas 15 pomng to be 3 conmpletcly separase
structure, he says
Iy vakeon v a whisle o et it olf
a0 the pround Becase wew a‘xf,’\."r_'h-_-f 3
bt of & doswnturn i probt i our
painting business, so we had 1o nuks

sOmMe adrustments,”

Challenges and opportunities
Ralf™s porttolio s corrently leveraged ver
sensibiv at aronnd &F o be Basn't £
arry challenges witl
AT ATV 1!'5 118

ATl of hais investment Joans are Tocked
e fived rascs of around 7 5%, wo s
SN T OXPenence d thye wild oz
repayment fincmanons thas mallions of
varuble e csorusase oklors lave lod

“ON conrse, we dudn't benetis whsen

\ ‘.IA--,'|- dJ w0 5%, but i dse fong: tern
| think o'l woek o™ Ralt says

This artitude has bedpod Ralf woather
recemt challenging stwmnons, as his
vestime ot strateey ~ which & bl
wound long-serm wealth creanon goals
] ‘.:p,-_i him focus on the bag prctun

I haven t been tempecd to soll, except
tor besef mornenes wiwn our senant
fetaulved oo the reme,”™ e says

“We were umpacead by the GFC
1"1!"'1'[‘?"‘?'!"«""‘ h onir senants, hocaine

o of thyerns bose their jobs an i!l
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Speewah - Dedroon huue 1996 5175,000 50,000 PPOR MOR
Kuranda 2-bedroom house 2000 S87.000 Smu 000 S$220 pw S240 pw
Mareeba 3.oedroom timber house 2002 $112,000 $240,000 5

> %0 e
250 pw 2250 o
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S b RS . .
2-bedroom house, converted

Mareeba A a ks iy 203 $138,000 $225,000 S210pw 5230 pw
Mareeba 3-bedroom house 2004 $160,000 §225.000 §250 pw S250 pw
Speewah 2-Dedioorn house - under Construction 2010 535,000

Total $707,000



behind on thx reat as a consequexe.”
One tenant even left a property in a stage
of disscpair, before packing up and doeng
a runnxr, ~ 1 hanktally, our landlord’s
msurance paxd up 1w three months' reor,
as the place was cmpty for two and a half
monthe” Ralf explaine,

“We were looking at a Joss of rent and a
damage bell of around $4.000 for this one
PIOPCTLY, SO INsurande & 2 good thing to
have, even though italwass harts to pay
the preminms.”

While the properry was etipty,
Ralf vook the opportunicy to renovare:
He anstalled a neaw kinchen, as the exsning
o “was Deyoond sepunn ™, wnd abo
restiked the bathroom *The kitchen
camc from Bunnmgs and cost about
$3.000 all up, plus we spene another
S50 on tilkcs, the vanity and bathroom
xeessones.” be explams

The renovatsoas served to boost the
overall value of the property, and they also
hicdped o artrace better quality tenanes
when the property was hsted back on the
rendal market.

After several negatve landlord
expenionces, Ralf cays he volues good
gualicy senants abowe all clse, o the point
where he's walling wo descount the weekly
rene in order w ateract seable, rehiable
lomg-term rensers.

“Muost of our tenanes are great
now « i two of our places theyve been
there for three years, and so far we've no
had any problems.” he says. “We probably
charge $20 to $30 less per week than we
cmbd b ir's sooeth ie 1o have renanrs
it Jook alier die property and wane w
stack around.”

A new project
As a professional painecs, Ralf s faisly
handy wlhen it comes w renovanon anxd
repairs. He's pur hes skalls wo the weat with
the constrction of a brand new bome
being banlt i has own backyand

“We deaded 1o build on our block
becase we already own the land, and
we thought our kids could live there
untl they manage w buy a place of thewr
own,” Ralf explains. "We wansed a decers
sized dwelling and decided o bary a pee-
enginecred sveel kn®

Farst things first: before you begm
pouring concrete or planning colour
srhermes, yon need o coek the appropriste
pernssions froun U council. Ralf says
the process of obeamning approval was

st i isanigly Fuessle-froe, alibosagds dacre
were a fow minor haccups

“Sance the plan was cngincercd already,
we ondy subomaned it eo a private butldang-
ceruabicr, aloag witls 3 siec plan o show
the locanon on our Mock,” Ralf says, "We
had a big surprise there, as 1 assased ie
woukd be okay to buald a couple of metres
away from the fence hine, between the
noighbour and the street frone. Bue, snce
ourr block 15 roned rural residencial, ic
needed o be 20-25 metres away from the
fence line, Luckily we hadn't started with
sige peeparanon yer, and we redocated 1o a
suitable space

Afer locking down the locanon
and finalisaing the Aoor phn Ralf had
the concrete shaly ponieed o et the
specifications of the home

“ I think, overall,

you have to

learn not to panic
and stick with your
game plan”

*The stecl-brackets were cast into thy
concrete, and 5t was ready 1w go. The
shab was one of the only things that we
comeracted someone to do for us, ara
cost of $5,000 anchading site preparstion,”
he says.

*I'm hasically consrrocting the whole
thiny tayself, apart from che phambing
and clectrical work, and laying the <lah ™

For several inongles, Ralf Tus been
steadily working on his IDIY properry,
crecting walls and installing fHooeing, Is
taken some tine. but he has his cye on
the prize, and he hopes the home will
be ready tor tenangs to mone m by July
this year.

Onwards and upwards
Embarking on a DIY construcnon project
allonved Ralf to progress the project at his
own pace, but best of all, Ralf estimuases
be's sxved tene of thousands of dollars by
doing it himsclf.

"Ordinanly, the average constriction
COST PCT SQUAET Fetre is around
SLI100 eo S1,200, arxd we've done it for
abour $400, so we've saved 2 bit of moncy
doing it this way," he savs. “The only
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dowmsicle ts thar obwiously, it cakes a Joe
longer as you have to find the tme
o 1t yourselt”

He hopes to rene it out for several
years botore handing the keys over to his
chikdren, “When the grls grow up they
can e uto it so they have their own
space, bug sull be chose by, Currenthy. the
oddest onse w13, w0 it sl A fow yoars
away,” Ralt savs.

"It's hard to pue a value oa a studio
that coanplerments the mam house and 5
not a seand-alone vestrent as such, but
the thought of being able o park the Kids
there and engoy your house, free from
PlayStations and techno-gousic, mist be
worth something!™

Once constrisction of the new house
1 coemplete, Ralf may look at investing
i anothicr established property in Cairns,
A% he ikes 1o by real eseaze thar s
situaed Jocally

In Ralfs opinion. the bagpest
risk for properey invessoss in L
north Queenstand 15 currenely the
unemploynene raec, as it can affexe
your tenane's ability o pay the rent,
andd thass the inveswor’s abiliny 1o pay
the mortgage.

*Most of the time, the unemploymens
rate s up arcand Y% because Caarns s
mich a transent locanon where people 5o
on holiday for a few months and just get
the dole,” he says

“Ttwas in double figures for a whilke,
atd vacancy rates weren'ts much beteer. In
Edmonton and Gordon, the vacancy rate
wenit up from around 2% o 6-7%, and a
similar thing happened in the nocthern
heaches, which is ordinarily quite sought
after Aot of wradies left Cabmns to chase
the waork cleewhere, <o we've definitely
experraed o downturn i dernand ”

Sull, w's not enongh e deter Ralf From
growing s poscolio Gander

*There are 2 kot of good deals abone ae
the monmment, which has been wengiing,”
hie adamies,

“The usdicators are pretty good,
s0 we're hopang 1o buy agam next
yvear, Onee the balance shocrs from the
busingss unprove we'll approach the bank
and e from there,” He mids, “I think,
overadl, your have 10 kearn not to panx
and stick with your game plan. Invessors
rarely regree buyang anything, but mose
of them regret selling sommething My
moeto 1s buy and forget about i, and
hold ix forever!™ @




