Personal Finance, 30 August 2008, page 03

Why property isn’t always such a safe bet

Most people are under the impression that you can’t go wrong if you invest in property.

| However, the property market moves in cycles and can be unpredictable. At a recent series of
meetings of the acsis/Personal Finance Financial Planning Club, Paul Duncan (left); an

investment manager at Catalyst Fund Managers, discussed the factors that are affecting the

listed and residential property sectors, and how these sectors are likely to perform in future.
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in light of your existing credit obliga- Duncan says. These factors are: decline in all asset classes, including  African property sectors. renewed at higher lease rates than Dominant regional shopping Duncan says there is currently

tions. This has had the effect of reduc- # December 2007 - a fourth interest  property,” Duncan says. # April 2008 - a further interest the level at which they are expiring.  centres, such as Canal Walk in significant positive rental reversion,

ing the number and the size of home rate increase since June 2006 of half a 4 February 2008 - Bear Stearns, rate increase of half a percentage YYou could also have additional Cape Town, are likely to be the =0 tenants are agreeing to renew
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international factors have had a nega-
tive effect on the listed property sector,
Duncan says. According to the SA
Listed Property index, the sector lost
33.6 percent between November 7, 2007
and June 20, 2008.

4+ December 2007 — political uncer-
tainty due to policy changes at the
African National Congress's national
conference in Polokwane.

# January 2008 - Eskom
announced it would be introducing

collapsed. The company was sold to JP
Morgan at one-tenth of its share price.
Because the US is the largest economy
in the world, events there have a ripple
effect on most markets around the
world, including South Africa.

tion was rising, and electricity and
petrol prices were increasing.

+ June 2008 - the tenth interest rate
increase since June 2006 of half a per-
centage point increased the prime
lending rate to 15.5 percent.
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