
Spruikers can often mislead you with the promise of “making quick money 
with massive profits” and sell the idea that you can “retire at 30” through 
property. 

If it sounds too good to be true, it most probably is, and in this resource, 
our goal is to help you identify the investment drivers you need to be aware 
of (and look out for) in a location before signing that deal!

Read on for more!

DRIVERS OF A 
GOOD PROPERTY 
INVESTMENT 
LOCATION



LOCATION & SOCIOECONOMICS
Socioeconomics is the ‘study of how economic activity affects and is shaped by social 
processes’. Basically, this driver is about the variety of employment options available in a 
certain location, how this impacts on incomes, the desirability of an area and, ultimately, the 
area’s investability. 

Before choosing a location, ask yourself these questions:

1. Do people in the area have reliable sources of income?
2. Does it have a high proportion of people (owner-occupier) who can and want to buy 

property in the area? 
3. Are there diverse employment opportunities available?

One of the biggest traps in buying property is purchasing in a location with just one industry 
and one source of income. If that industry falls and demand for it diminishes, it will bring the 
whole area with it!

AMENITIES
Another sign of a good location is that it’s a place where people want to live for lifestyle 
resons and not merely because of their job. There may be a beach, nice cafe and shopping 
precinct, family friendly facilities, easy access to transport or other amenities that attract 
people to the area.

DEMOGRAPHICS
This refers to the type of people that live in an area: their lifestyle, the affluence, community, 
family structure, and age. 

You want an area that has a balance of owner-occupiers and renters. If there’s no good 
rental pool available, you might have a vacancy or decrease in rents!
An interesting rule of thumb that’s talked about in property circles is the “70-30” rule, 70% 
owner-occupier, 30% investor. While this is logical in theory, some areas that have broken 
the rule have performed extremely well! 

For example, a handful of the most highly performing suburbs in Sydney (Potts Point, 
Elizabeth Bay & Rushcutters Bay) over the past 30 years break all the stereotypes & 
myths around property:

1. Don’t buy apartments.  
These suburbs are FULL of apartments and have very few houses! 

2. Only buy where there’s at least 70% owner-occupiers.  
Around 60% of the properties in the area are owned by investors!
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VACANCY RATES
In essence, this is how many properties are vacant at a specific point in time compared to 
the total pool of properties available to rent in the area.

Sometimes, data houses group suburbs together or by post codes, and while these are 
good indicators, the best thing to do is to jump on the portals & have a look at how many 
other similar types of property are available (which is the same method we use to look at 
rentability).

Every state has a different way of analysing vacancy rates, so be sure to read through this 
resource on ways to research property for free for more information.

SALES HISTORY
Looking at the past growth rate in graph form is also another useful way to determine if 
an area will serve your investment well in the future.

If the graph looks wobbly and all over the place, with peaks and troughs, it might be that 
there’s not enough stock in the area and price data is unreliable as a market indicator. 
Or, it could mean that the area is volatile and too risky to invest in. What we’re looking for 
is a clear trend line that shows price growth over a long period of time. 

GENTRIFICATION

This factor could affect certain areas and how their sales history looks like. The 
number of people going into an area & doing large scale renovations then selling has 
pushed the median house prices up significantly. This causes a spike in the graph as 
it brings in a higher-income demographic who are investing more money on their 
properties.

This is a good change, but there must be a balance between organic growth and 
gentrification-caused growth in median prices. 

INFRASTRUCTURE CHANGES
When looking at a location, checking a satellite map to see if there are green areas where 
more subdivisions could be created is a good tip. A development pipeline can bring new 
infrastructure to an area, but depending on where you buy your property, this could either 
be beneficial or pose issues down the line.
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This is proof that every rule has an exception in property! You must do your research no 
matter what stereotype or rule you may have heard. 

https://www.dropbox.com/s/bh6tjvuu2llo057/Ways%20You%20Can%20Research%20Property%20for%20Free.pdf?dl=0


REZONING 

Is there a rezoning that has happened that may lead to higher-density, large-scale 
complexes that may bring more supply to the area?

POTENTIAL BUILDS

When the local government announces projects like building new hospitals, new train 
stations or new airports, people are often attracted to buy in that area, expecting that 
when these projects are completed, their property has nowhere else to go but up.

However, just because these have been announced, it doesn’t mean they will be built. 
Not all projects get approved and not all of them actually happen!

Property spruikers are good at selling the what-could-bes so you have to be extra 
careful when considering buying in these areas.

LAND COMPONENT

When you’re buying a property with a dwelling on it, part of what you are buying is land 
and part is the structure on that land, or the “improvements”. There is a general principle 
in property that “land value goes up while buildings depreciate”, that’s why it’s important to 
understand what the proportion of your purchase price is attributed to the land versus the 
building.

YIELD

While this is important as it provides cash flow, it’s also dangerous because it can be a red 
herring. High rents can encourage people to buy a property that’s “pays for itself”, however, 
you can get stuck paying off a property that doesn’t necessarily go up much in value over 
many years.

You’ll never get rich on an extra $50 a week on rent. You will get rich if your property grows 
in value (compounding)!
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CURRENT MARKET CONDITIONS

Looking at current market conditions can help you determine what’s happening 
and decide when you can afford to buy, when you’re ready, and give you that extra 
encouragement when you find a good property.



You MUST understand that it doesn’t matter when you buy, but it’s about 
understanding where you are in the cycle so that you’re not pushing yourself 
price-wise in a falling market. 

It prevents you from underpitching yourself in a rising market and in turn missing 
out on capital growth.

Choosing which area to invest in is just ONE STEP in the whole process of property 
buying!  There are so many other things you need to do BEFORE you decide where to 
invest, how much to invest and how to choose the best quality property to start your 
investment journey. 

Check out our COURSES and read through our FREE RESOURCES 
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https://homebuyeracademy.com.au/all-courses
https://www.google.com/url?q=https://homebuyeracademy.com.au/free-resources&sa=D&source=docs&ust=1635494603541000&usg=AOvVaw36ED39DGRZ28xIFPMhuD6i


Set yourself up for success by checking out our
courses and listening to our weekly podcast,

Your First Home Buyer Guide.

www.homebuyeracademy.com.au

https://www.google.com/url?q=https://homebuyeracademy.com.au/podcast&sa=D&source=docs&ust=1635487668127000&usg=AOvVaw2-zNwhQ-GMbwTY1UbAccVr
https://www.homebuyeracademy.com.au

