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Rewardsare
temptingbut
risksare real

Noel
Whittaker

The heat is rising in the housing market
but fingers may be burned if the bubble
bursts and prices come crashing down.

Noel Whittaker is a director of
Whittaker Macnaught Pty Ltd.
His advice is general in nature
and readers should seek their
own professional advice before
making any financial decisions.
His email is
noel.whittaker@whittaker
macnaught.com.au

••There are always
markets within
markets, and some
may be booming at
the same time as
others are flat.••

IF you want to enjoy a robust
debate over the Sunday
barbecue get into a discussion
about the direction of
Australian house prices.

The bulls will tell you that
booming population growth,
combined with increasing
land shortages will virtually
guarantee that property will
continue to grow at 10 per
cent a year … the bears will
argue that Australia has the
most expensive property in
the world, it has been
artificially boosted by the first
home owner•s grant, and it is
getting more unaffordable by
the day.

It•s an argument that could
go on for hours, but there is
already evidence that
mortgage stress is becoming
more prevalent … this will get
steadily worse as interest
rates continue their
inexorable rise and other
costs such as electricity and
water go up as well.

The Reserve Bank is so
concerned about a non-
sustainable housing bubble
that its Governor, Glenn
Stevens, took the unusual step
last week of appearing on the
Channel 7 Sunrise program to
warn •it•s a mistake to assume
a riskless, easy and
guaranteed way to prosperity
is just to leverage into
property . . . you know it isn•t
going to be that easy••.

If that isn•t a clear signal
that another rise in interest
rates is imminent I don•t know
what is.

His comments came on the
back of the statement by
Prime Minister Kevin Rudd
that •too many Australians
are locked out of the housing
market … working families
deserve a better deal . . .
infrastructure costs are at
present keeping too many

home buyers out of the home
market. This cannot be
sustained.••

Obviously, it•s anybody•s
guess where housing prices
will be in five years• time but
it•s important to keep in mind
there is no such animal as a
single property market.

There are always markets
within markets, and some
may be booming at the same
time as others are flat.

This is why homebuyers
must make the time to do
sufficient research to ensure
they buy an undervalued
property in a strong growth
area.

Of course, a tight housing
market will bring forward the
usual cries to abolish negative
gearing and there have even
been hints that the Henry
Review will contain
recommendations in this
vein. It•s most unlikely to
happen. In 1985 the treasurer,
Paul Keating, watered down
negative gearing by
introducing a system that
quarantined any net losses
from property investment,
and required them to be
offset only against future
profits.

It was adisaster …
investment inproperty fell
dramatically, rentswent sky
high, and inOctober 1987
Keating backedoff and
reversed hisoriginal decision.

Despite the misinformation

that is often bandied around,
negative gearing doesn•t save
much tax. If you bought an
investment property for
$400,000, and borrowed the
entire purchase price, the
interest would be about
$30,000 and the net rents
would be around $16,000. This
would give you a cash
shortfall of $14,000 which
would only save you $5530 in
tax if you earned between
$80,000 and $180,000.

Who in their right mind
would get themselves into
hock for $400,000 just to save
$5530 a year in tax?

Sure, I admit that certain
properties can give tax breaks
due to depreciation
allowances but these are
often illusory as any tax saved
is clawed back when you
eventually sell.

The essence of negative
gearing is that it speeds up
whatever is going to happen …
poverty or wealth.

Buyaproperty for$400,000
on$20,000depositandyouwill
havedoubledyourmoney if
theprice rises to$440,000,but
if it falls invalueyoucould lose
yourdepositunlessyouare
prepared towaitout thecycle.

The problem for buyers
now is not that negative
gearing may be abolished but
that they will be lured into
over-priced properties that
could devastate their finances
if prices fall as interest rates
rise.

Re-register,orcop the telemarketingcallsagain
By LESLEY PARKER

REGULATORS are concerned at
the high proportion of mobile
phone numbers yet to be re-
registered ahead of the looming
date, May 1, to avoid falling off the
Do Not Call Register barring
unsolicited telemarketing calls.

As of last week, three out of four
mobile phone numbers that were
listed by the owners at the start-up
of the register three years ago had
not been re-registered, according to
the Australian Communications
and Media Authority (ACMA),
which manages the register for the
Federal Government.

Once entered, private mobile,
landline and VOIP (internet) phone
numbers remain on the register for

three years. More than 373,000
mobile phone numbers were
registered in the first month after
the May 1, 2007, launch.

••There are still 280,667 mobile
numbers to be re-registered before
May, so if yours is one you need to
act now or your number will
automatically be removed from the
register,•• the chairman of ACMA,
Chris Chapman says.

Under the Do Not Call Register
Act 2006, telemarketers aren•t
allowed to call numbers listed on
the register.

Businesses that have an existing
relationship with you, such as your
bank, can still call. However, if you
don•t want those calls you just need
to notify the business directly and
then any further calls from that

business would breach the law.
Certain public interest

organisations, such as charities,
religious bodies and political
parties, are also exempt from the
prohibition on unsolicited calls.
Businesses seeking to comply with
the Do Not Call law hand over their
databases so listed numbers can be
••washed•• out of their marketing
roll.

Those who breach the law can be
fined $2200 for each call to a
registered number. In August last
year Telstra paid $100,000 for
breaking the rules after one of its
external call centres contacted
listed numbers.

Last month, ACMA filed legal
proceedings against telco gotalk
Communications Pty Ltd, alleging

two offshore call centres it engaged
had made more than 40,000
telemarketing calls to numbers on
the register.

The regulator also had to warn
insulation providers in the ill-fated
government home insulation
program to desist from making
unsolicited marketing calls after
they accounted for more than
40 per cent of complaints in the first
half of February.

As for landline phones, ACMA
says NSW has the highest
proportion of numbers yet to be re-
registered … at last count, 149,381
numbers could reopen to annoying
marketing calls if their listing isn•t
renewed by May 1. Victoria follows
with 139,367 numbers needing to be
re-registered. ACMA said last year

that the register had resulted in a
60 per cent reduction in complaints
received about the telemarketing
industry.

The regulator says if you do
receive an unsolicited
telemarketing call more than 30
days after entering a number on the
register … the time buffer allows
your number to filter through to
marketers• databases … you should
take down as much information as
you can about the call and make a
complaint.

People can register, re-register or
make a complaint at
donotcall.gov.au or phone
1300 792 958. Registration is free,
you can list up to 10 numbers and
you can re-register any time ahead
of a listing expiring. SMH

Send your questions to
noel.whittaker@whittaker
macnaught.com.au

Q I•ve recently turned 55
years old and have

been advised that I can
withdraw up to $150,000
from super with no tax
penalty, provided I retire. I
understand that
superannuation rules are
being reviewed and once
the Government makes its
decision this item may be
scrapped as part of the
inevitable changes. Can you
advise if the timing of
implementing changes has
been determined and hence
when I would need to
retire?

A There are no changes
contemplated as far as

I know that would prevent a
person aged 55, who is
retired, from withdrawing
$150,000 tax free from their
super. Nor do I think
changes are likely to
happen, because most
people who retire need a
lump sum to pay off their
mortgage and replace the
car or appliances.
And remember, older

people are increasing in
numbers and they vote.

Q The house I am living
in is mine, but was put

in my mother•s name so it
would not be lost in the
event of a marriage break-
up. My mother has her own
unit in Melbourne. In her
will the house I live in has
been left to me, along with a
part share in her unit. Will
there be any capital gains
tax or any other taxes for me
to pay after her death?
Should I put the house back
in my name? Can you advise
me of the best outcome?

A The immediate
problem for your

mother is that the home you
live in will be substantially
reducing her benefits, if she
is eligible for a part-pension.
But even if she did transfer
the house back to you now, it
would take five years before
the asset would cease to be
counted by Centrelink and
there could also be capital
gains tax payable by her on

the transfer. Transferring
the house to you would
crystallise the CGT liability
and, depending on the cost
base of the property, there
may not be much CGT to pay
if the capital gain is small
and she has a low income.
The other option is to leave
it in her name, in which case
any CGT liability will be
passed to you on her death
and will not be triggered
until you dispose of the
property. If you then held it
for a long period, CGT
should be minimal because
it will be assessed on a pro
rata basis according to the
time it was in her name.
The major factors that will
influence your decision are
the time that has already
passed since she acquired it,
how long you expect her to
live and how long you expect
to reside in it after she dies.


