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Investors today have a vast amount of property data at their 
fingertips, but can they make sense of it all? Christina Zhou 

speaks with leading property experts to see which indicators 
and drivers identify potential investment hotspots
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RP Data’s senior research analyst, 
Cameron Kusher, warns that the median 
price statistics should only be used as an 
indication of the market. 

“The median is the middle sale, so 
there are just as many sales at a higher 
price than there were at a lower price,” he 
says. “The change in median price also 
measures the difference over a period, and 
it is important to remember that you are 
not comparing like-for-like properties, so 
if there has been a shift to higher or lower 
priced properties selling, the change in 
median price may be exacerbated.”

Rather than looking at median 
growth statistics over a quarterly period, 
Mr Kusher explains that a longer time 
interval can take out the volatility in 
the results and provide  investors with 
a better indication of the market’s 
performance over the longer term.

So is there a benchmark that 
investors should look for? In terms 
of rental yields, Mr Kusher says it 
is difficult to have a ‘one size fits all 
approach’, as not all investors will be 
looking for a significant rental return. 

“For those looking to negatively gear 
and a large tax deduction, they may like 
to see a much lower yield,” he explains.

However, for investors aiming to be 
cash flow positive, Mr Kusher says they 
would be looking for a gross rental yield 
north of 5.5 per cent.  

According to RP Data, house and unit 
prices in Rockingham rose by 11.7 per 
cent and 12.1 per cent respectively over 
the 10-year period ending October 2012. 

It is also evident that there has been 
an upward trend in sales volumes over 
the past 12 months, with 408 properties 
transacted over the year which, according 
to RP Data, is higher than the five-year 
average sales volume of 375 transactions 
annually for the area. 

This increased buying and selling 
activity highlights Rockingham as one of 
the stronger performers in the market.  

STOCK ON MARKET
Stock on market is a key supply and 
demand indicator that can be used to 
determine whether the stock is being 
absorbed or if there is an oversupply in 
the market. 

Empower Wealth director Ben 
Kingsley says investors should be looking 
for areas where demand is growing or 
supply is shrinking.

“You’re looking for areas where the 
demand is strong but the supply is tight 
because that’s going to create the elasticity 
in value,” he says. “That’s going to force the 
value of prices higher, [and] that’s when 
you’ll start to see capital growth.”

 As a part of the supply and demand 
equation, Mr Kingsley says, it is also 
important to look at the amount of stock 
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NAVIGATING THE NUMBERS 

ROCKINGHAM (WA) 
KEY STATISTICS 2012

MEDIAN PRICE 
HOUSES – $375,000 
UNITS – $292,000

SALES VOLUMES 
(12 MONTHS) 
HOUSES – 269 
UNITS – 139

AVG. HOLD PERIOD 
HOUSES – 8.8 YEARS
UNITS – 7.9 YEARS

TIME ON MARKET
HOUSES – 97 DAYS
UNITS – 103 DAYS
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THERE IS no generic formula to 
identify a hotspot. However, investors 
can be sure that there will always be 
suburbs that outperform others. 

To target their investments 
effectively, investors should use the 
property data to shortlist potential 
investment hotspots, before hitting 
the ground and taking a closer look at 
economic drivers in the area. 

Before travelling further, let’s 
take a step back and look at what 

‘hotspot’ actually means. 
According to Michael Fuller, 

co-founder of suburb ranking 
website hotspotcentral, a hotspot 
is more than just a suburb that is 
set to outperform the national 
average and is relatively 
untapped by investors. 

“A hotspot is a location 
that has a greater chance of 
significantly beating the market 
average on any metric that is 
important to the investor,” 
he explains. “That could be 
rental yield at purchase, rental 

growth potential, capital gains, 
or even growing pricing disparity 

compared to neighbouring 
suburbs for investors intending to 

‘renovate and sell’.” 
However, Mr Fuller warns 

“the various data sources cannot be 
viewed in isolation”.

With an overwhelming amount of 
property data available and numerous 
economic variables, investors need to 
know how to make the best of the available 
resources, but also understand their flaws. 

Using Rockingham in WA as a case 
study, hotspotted in Smart Property 
Investment’s Fast 50 report, we asked 
experts to delve into the property data to 
show what it really means. 

HISTORICAL SALES DATA
Today, investors can capture a snapshot 
of property prices and rental returns on 
a suburb by suburb basis over a range of 
time frames – monthly, quarterly, yearly or 
even over a decade. However, present data 
are time sensitive and may not accurately 
reflect the current market condition. 



coming onto the market, which can be 
obtained from the Australian Bureau of 
Statistics or the local council. 

While there might be a shortage of 
supply in Rockingham now, Mr Kingsley 
warns that plans for the approval of 200 new 
dwellings will surely affect the equation. 

The stock on market percentage, 
which measures the number of properties 
for sale as a percentage of properties in 
the area, is another way to assess demand. 
Areas with a low percentage, where 
demand exceeds supply, are desirable for 
investors looking for capital growth.  

Rockingham shows a general 
downward trend in supply from April 2008 
to January 2013, which suggests the suburb 
has experienced an increase in demand.  

According to Louis Christopher, the 
managing director of SQM Research, the 
reduction in the amount of stock, from 
420 in January 2012 to the current 279, 
suggests that the market is “turning over 
reasonably quickly.” 

The fall in listings, he says, represents 
increased demand and activity from buyers. 
 
AUCTION CLEARANCE RATES 
AND DAYS ON MARKET
The auction clearance rate, which measures 
the percentage of auctioned properties sold 
in a week, is another leading indicator which 
could shed light on the market sentiment. 

Compared to historic value data, 
Andrew Wilson, Australian Property 
Monitors’ senior economist says auction 
clearance rates are a better real time 
indicator of activity.

While auction clearance rates can give 
investors a sense of rising or falling activity 
in a particular market, Dr Wilson warns 
that “stock on market [or] anything to 
do with sales can tend to look backwards 
rather than forwards.” 

Like historic sales data, there are a 
number of ways of looking at auction 
clearance rates. For Mr Kingsley, his 
company looks at clearance rates by 
suburb and property type and the number 
of bedrooms. While property data may 
appear seemingly straightforward, there is 
much to take into consideration.

Mr Kingsley says when looking at the 
days on market figures, investors need 

FEATURE STRATEGY

44    www.spionline.com.au    MAY 2013

ROCKINGHAM SPOTLIGHT

AT A GLANCE

TRAIN AND BUS 
TRANSPORT

POPULATION
BOOM

DIVERSE 
ECONOMY

DEFENCE 
BASE  AND
HOUSING

INFRASTRUCTURE
BUILDS AND 
UPGRADES

GROWING 
EMPLOYMENT 

OPPORTUNITIES

BEACHSIDE  
AND TOURISM
ATTRACTION

AFFORDABLE
LIVING

Rockingham is a seaside precinct 47km south west 
of Perth city centre. It has good road and rail links, 
proximity to jobs, an affordable beachside lifestyle and a 
process of urban renewal and gentrification under way.

to make provision for some of the “ugly 
stock” that continue to sit there, and stock 
that is overvalued. 

“If the good stock is moving quickly, 
there’s obviously demand in that 
marketplace,” he explains. 

“The art is to try and anticipate that 
demand as opposed to getting there in 
the end, or getting there halfway, because 
you have missed some of the upside value 
growth in the first instance.”

Based on sales reported to Australian 
Property Monitors, the auction clearance 
rate for Rockingham in the 12-month 
period ending November 2012 is  
36.4 per cent for houses and 50 per cent for 
units. Days on the market were 145 days 
and 163 days respectively.

According to Dr Wilson, these figures 
suggest that Rockingham is a market that 
is growing moderately and is yet to show 
strong growth.

As there is a small amount of properties 
for auction in this suburb, Dr  Wilson 
suggests it may be more useful to look at 
the amount of stock sold per listing. In the 
six-month period ending December 2012, 
Rockingham’s listing per sale ratio was 2:5.

In this “market competition measure” 
Dr Wilson explains that a ratio of two 
represents a balanced market, and anything 
above represents a market that is more 
favourable to investors.  

VACANCY RATE
The percentage of properties that are 
vacant in a suburb can inform investors 
what type of market it is. For investors, a 
low vacancy rate is ideal. 

According to Mr Christopher, the 
vacancy rate can identify an area as either a 
landlord’s market or a tenant’s market. 

“Elevated vacancy rates suggest that 
there is more rental stock on the market 
than there are tenants,” he says. “[What] 
will likely happen is that we’ll have more 
competition between landlords.”

In this type of market, 
Mr Christopher says rents are not likely to 
rise and may even fall. 

Conversely, in a market where 
vacancy is very tight, where there is 
not enough rental stock for tenants, the 
suburb becomes a landlord’s market.
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Discussing the benchmark for vacancy 
rates, Mr Christopher suggests under two per 
cent is ideal, although this would vary from area 
to area. Changes in the price of rent, the number 
of tenants who want to rent in the suburb, and 
the supply of rental properties available can all 
cause the vacancy rate to fluctuate. 

Dr Wilson explains that vacancy rates 
come back to demand and supply principles. 
“Depending on the market, there’s always a 
shifting demand base between areas that have 
higher rental proportion and areas with higher 
buyer proportion,” Dr Wilson says.

“We are seeing areas that perhaps had 
higher number of rental properties, particularly 
out in the west, now starting to become more 
attractive to buyers.”

The squeeze on accommodation, 
Dr Wilson explains, is created by the lack of new 
stock coming onto the market. And it is this 
shortage that is driving the housing market. 

With the vacancy rate sitting at 0.3 per cent, 
and a general downtrend over the annual period 
ending December 2012, Rockingham can be 
seen as a landlord’s market. 

DEMAND AND SUPPLY 
COMPARISON SCORE 
While there is no guaranteed equation, various 
methods have been created by property 
experts to track the next hotspot. 

The demand and supply comparison 
score, used by hotspotcentral, is based on the 
principle that capital growth will occur when 
demand outpaces supply. 

By aggregating statistics from multiple 
free online sources, the score rates 15,000 
suburbs across Australia against eight standard 
supply and demand indicators: days on market, 
vendor discounting, auction clearance rate, 
rental yield, stock on market, online search 
interest, vacancy rate and proportion of renters 
to owner occupiers. 

While Rockingham may be performing 
well on one or two demand and supply statistics, 
Mr Fuller says there are 407 suburbs that have 
a better ‘hotspot’ score than Rockingham. 

Does this mean Rockingham isn’t 
a hotspot? 

“We need to dig deeper by observing how 
the statistics are trending,” Mr Fuller advises. 

“What about two suburbs that have the 
same overall score but different trends for 
each of the supply and demand statistics?”
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 GETTING IN BEFORE EVERYONE ELSE 
SPOTS THE TREND IS OBVIOUSLY THE HOLY 
GRAIL OF INVESTING; THE EARLY BIRD 
GETS THE BULK OF THE CAPITAL GROWTH 
BEFORE THE MARKET REBALANCES

ROCKINGHAM (WA) 
KEY STATISTICS 2012

MEDIAN WEEKLY 
ADVERTISED RENT
HOUSES – $350
UNITS – $275

12 MONTH RENTAL 
CHANGE
HOUSES – 9.4% 
UNITS – 3.8%

INDICATIVE GROSS 
RENTAL YIELD
HOUSES – 4.9% 
UNITS – 4.9%

12 MONTH MEDIAN 
PRICE CHANGE
HOUSES – -2.6%
UNITS – 10.8%

3 YEAR MEDIAN 
PRICE CHANGE
HOUSES – 4.2%
UNITS – 12.3%

5 YEAR MEDIAN 
PRICE CHANGE
HOUSES – -9.0%
UNITS – 0.3%

Source: RP Data

in metropolitan Perth in the quarter 
ending September 2012, the City of 
Rockingham’s unemployment rate 
trended higher at 5.9 per cent. 

NextHotSpot’s Andrew Peterson 
says it is important for investors to look 
at where jobs are being created. 

“We can see [where] there is a 
critical mass of people who are coming 
in, who are going to need housing,” 
Mr Peterson explains, adding that it also 
makes sense for investors to seek out 
where investments are being made and to 
invest where others have already invested. 

New developments, infrastructure and 
government plans could drive economic 
growth and attract people into an area.

DEMOGRAPHICS
While great population growth areas aren’t 
necessarily guaranteed hotspots, there is 
no denying that an influx into an area is a 
key indicator for many property investors. 

Increases in population can create 
stress on supply and fuel demand for 
housing. Local government may also be 
prompted to build new infrastructure and 
dwellings to cater for the growth.  

Changes in the demographics of an 
area, such as an increase in population 
and income growth, can be used to 
predict activity in the property market, 
where population growth is the biggest 
driver of housing, Dr Wilson says. 

Whether it’s looking at the micro or 
macro factors as research to determine a 
potential investment hotspot, investors 
should always remember to dig a bit 
deeper and think a bit harder.  

Investors “should spend time 
researching its pros – where the data excels 
– and where [it] fails,” Mr Christopher 
advises, adding that it’s all about 
understanding the flaws of each data 
measurement and working with that.

While property data may allow 
investors to narrow down to targeted 
locations, the research certainly 
shouldn’t stop there. 

ECONOMIC DRIVERS
Whether or not Rockingham is a potential 
investment hotspot will depend on the 
investor’s strategy: whether they want to 
focus on capital growth or rental return. 
While investors may have compared the 
indicators that are relevant to their strategy, 
deciding where to put their money will 
require some fundamental research. 

Dr Wilson says it is important for 
investors to look at the economic drivers 
in the area to get the big picture. 

“At the end of the end of the day, it’s 
all about the economic circumstances 
that drive the ebbs and flows of the 
housing market, such as interest rate falls 
and rises,” he explains. “And they’re to 
do with what’s happening in the local, 
national and international economy.”

The unemployment rate is one 
key indicator of how a local market 
is performing. Compared to the 
unemployment rate of four per cent 
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Looking at the trend can also help 
investors time the market.

In the 13-month period ending 
November 2012, Rockingham’s supply 
and demand comparison score of 13 
has crept up from 20 out of a maximum 
of 48. While this is still a comparatively 
low score, Mr Fuller says it has improved 
so much over a short space of time, and it 
is important to question why and where 
it is heading.

“Getting in before everyone else 
spots the trend is obviously the holy grail 
of investing; the early bird gets the bulk 
of the capital growth before the market 
rebalances,” Mr Fuller says. “A score 
between 30 and 48 in conjunction with 
great fundamentals suggest a suburb 
hotspot in the making.”

However, supply and demand 
indicators have their limitations, and 
investors need to ensure that the 
measurements for the suburb are 
reliable, as some sample data may be too 
limited to make a reliable analysis. 

“One of the problems when 
measuring medians down to a postcode 
or suburb level is that you don’t have a 
lot of underlying data that makes up that 
median, and so it can be skewed,”  
Mr Christopher explains. “It can be 
easily influenced by sales, which might 
be at the top of the market or at the 
bottom of the market, and that can easily 
bounce the median around, artificially 
suggesting that house prices have risen 
or fallen when they haven’t changed.” 
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