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Taking control of your financial future video series - What 3 factors determine if a property is 

investment-grade? 

STUART WEMYSS 

[00:00:08] Today, I’d like to talk about property investing, and what I’d like to get across in this 

very short video is what are the three factors you absolutely need to nail to make a 

lot of money out of investing in property.  Now, I’ve been doing this for 13 years – 

that is, investing in property myself and helping my clients do it.  So, I’m not only 

speaking from experience but also a lot of knowledge and study in the area.  The first 

bit of advice I have for you is absolutely obsess about the quality of the asset that 

you’re investing in.  You cannot expect to get above-average quality returns if you’re 

investing in less than above-average quality assets.  Quality is the absolute key.  You 

want to only invest in investment-grade property.  Investment-grade property is 

something that doubles in value in every seven to ten years, so that’s a 

compounding capital growth rate of 7 to 10 percent.  Now, it’s not going to happen 

every year, but I’m talking about over longer term; I’m talking about a period of ten 

or – or 20 years. 

[00:01:04] Now, what makes investment-grade property?  Well, there’s really three factors – 

three fundamental factors you need to look out for.  The first one is land value.  You 

need to have a strong land value component.  Land appreciates; building 

depreciates.  So, if you as an investor is going to buy a property, you want most of 

your money to go towards land, because that’s the appreciating portion of the – the 

overall value.  You want a land value of at least 50 percent, in my opinion.  The 

second thing is scarcity.  You want an asset that’s always going to benefit from 

excessive demand.  That is, there’s always more purchases than there are sellers.  

You know, you can look at scarcity in terms of land supply, scarcity in terms of 

architectural style and – and so forth, but if you have a scarce asset – you know, a 

diamond, if you like, you’re always going to benefit from that.  Conversely, you 

know, if you’re investing in a – in a tower full of 200 apartments, it lacks a lot of 

scarcity.   

[00:02:04] The third element is proven performance.  You want that property to – to be able to 

demonstrate to you that it has good capital growth prospects by its past 

performance.  So, what you need to do is go back and have a look at past sales, and 

if you can track the past sales – what that property’s being bought and sold for on 

the open market over, say, a 30 year period and you impute a capital growth rate of, 

say, 8 percent per annum compounding over that 30 year period, you’ve got some 

really strong evidence that this is a good property.  Now, the reason I say that is that 

the value drivers in property tend to be static and factual, as opposed to a 

subjective, like in the stock market.  So, it is – what is the land size, square meterage 

and so forth.  Orientation, location of the property, architectural style, the amenities 

in the area, schools and hospitals and transport and those sorts of things.  Those 

sorts of things are factual; that is, we know they exist and they’re not a matter of 
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opinion, and also, they’re static.  They take many, many decades, if at all, to change.  

So, that past performance is a really great indicator. 

[00:03:08] Now, you’re spending or investing a lot of money; you should get some expert 

advice.  Certainly I personally, when I go and buy an investment property, get an 

independent expert to help me with that decision, and certainly that’s my advice to 

all our clients as well.  Plus also get some advice in terms of how much you’re 

investing in what particular area, what property style, what ownership structure, 

what tax structures and so forth.  That’s our bread and butter; we can help you with 

that part.  And lastly, review performance.  Don’t cross your fingers and hope for the 

best.  You know, if you’re watching this video and you’ve got existing property assets 

or even any existing investment assets, you should be proactively reviewing their 

performance, and if they’re not performing well and if in hindsight, you feel like 

you’ve made a – a bit of a mistake or a suboptimal decision and you could have done 

better, you know, that’s fine, but just take stock of that and rectify it as soon as 

possible to minimise any losses.  So, if you need to dispose of an asset, you’re better 

off to do that then take that equity and reinvest it in a better quality asset, but 

certainly don’t close your eyes or hope that the performance is going to turn around, 

‘cause often it doesn’t. 

[00:04:15] Now, let me summarise by saying there’s only three things you absolutely need to 

nail when investing in property: land value proportion, scarcity and proven 

performance.  It really is that simple and you can make a lot of money out of 

property. 

 


