FE AT URES

THE LOWDOWN

SPECIAL REPORT

THE LOWDOWN:
PART 2

1 8 y i p m a g . c o m . a u J U LY 2 0 1 8

A few months ago, we cracked open Pandora’s box to uncover the answers
to the unspoken questions you’ve always wanted to ask the property industry.
The response was overwhelming, and after fielding even more of your
questions we realised we’d only just scratched the surface

THE PROPERTY industry has
always had something of an
inconsistent reputation. With
some segments of the industry
highly regulated, and other parts
lacking virtually any oversight
whatsoever, it’s a fractured
community that includes people
who are passionate about helping
everyday Australians get ahead –
and people who are simply in it to
line their own pockets.
Which begs the question:
as property investors, how do
you make sure you’re working
with qualified, experienced,
trustworthy people and
businesses, when the spruikers
and rip-off merchants of the
industry can be so convincing?
To further muddy the waters, we
have to take into consideration the
fact that some of our most trusted
advisors and well-known brands
have been operating without the
purest of intentions.
The royal commission into the
financial services industry has
kicked off this conversation in a
big way. With several banks and
lenders admitting to dubious and

unethical business practices,
it confirms that we need to be
more diligent than ever to protect
our wealth.
There are many ‘experts’ and
property professionals you will
encounter as an investor and
landlord, and it’s important that
you don’t get discouraged and
assume the worst from everyone
you encounter. Instead, follow
the philosophy that forewarned
is forearmed: the more questions
you ask and the more knowledge
you gain the better placed you are
to weed out the dodgy operators
from the reputable advisors.
Last time, we asked some big
and curly questions of mortgage
brokers, insurers, property
advisors and buyers’ agents.
This issue, we have follow-up
questions for all of these experts
– plus we’ve also got property
managers and real estate agents
in our sights.
We ask all the unusual,
embarrassing, challenging and
downright difficult questions
you’ve always wanted to ask,
so that you don’t have to.

ROYAL COMMISSION: EXPLAINED
The financial services royal commission is investigating
allegations of financial deception and improper practices
in the financial services sector, before reviewing what can
be done about them.
The Royal Commission into Misconduct in the
Banking, Superannuation and Financial Services
Industry was established on 30 November 2017.

It is expected to run for a full 12 months, and
an interim report is due to be delivered by
September 2018.

A final report, including recommendations,
will be presented to the government for review
in February 2019.

A number of major banks and financial
institutions have been publicly named and
shamed for poor and unethical practices.

Over the last decade, $383.1m has been paid in
compensation to clients who suffered financial
loss as a result of financial advice or a failure
to provide ongoing advice services.

Roughly 306,000 customers of Commonwealth
Bank, National Australia Bank, Westpac, ANZ
and AMP have been paid $216.4m as a result
of fees paid in exchange for no service.
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Why do lenders charge
prepayment penalties?
Doesn’t this mean I’m getting
penalised for paying off my
own debt?

Q

A
James Nihill
Real estate agent
and managing director
of Patrick Leo

David Wegener
CEO of Blue Ink
Finance Group

This applies to fixed rate
loans only. Due to the term of

the fixed rate, banks and lenders
have to cost it out up front. Therefore
they do place restrictions on how
much extra you can pay. The simple
solution to this is, if you want to pay
extra, simply don’t fix, or take out a
split loan where you have part fixed,
part variable. That way you can pay
as much extra off the variable part as
you like, while having the comfort of
knowing the fixed rate repayment
won’t go up.
– David Wegener

Are bank valuations
a reliable estimate of
a property’s worth?

Q

A bank valuation in the past
has been a good safety net to
determine if a brand-new property is
being purchased for market value.

A

However, over the past few years I have
seen such a diverse range of valuations
of the same property from one valuer
to the next that the accuracy and
professionalism of bank valuers has
lost its credibility.
– Paul Wilson

Paul Wilson
Founder of
We Find Houses
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