Hitting the Panic Button
It’s been an environment of uncertainty all year, but the last week or so has been a whirlwind. First the US struck a deal to raise its debt ceiling, narrowly avoiding a default that could have caused global financial chaos. Next, the Australian Reserve Bank chose to hold its fire on interest rates, good news for nervous investors.

Then later in the week, a shockwave hit. Ratings house Standard and Poor’s announced they were lowering the US’ credit rating from AAA to AA+. Stock markets around the world tumbled, amid fears the world is now heading for a second financial crisis. In the wash up, the Australian Stock Exchange (ASX) had lost $133 billion in value by close of trade Monday.

There’s no doubt for anyone who has a significant portion of their wealth in shares that these are worrying times. What’s happening is a clear example of negative consumer sentiment becoming a self-fulfilling prophecy – as people hit the panic button and start selling, prices are driven down, sparking more fear, more selling and further price drops.

In fact, the Australian economy is in an enviable position – we are one of the few countries that still hold a AAA credit rating, our public debt is around a quarter of the OECD average, we have low unemployment and most importantly, we have room to lower interest rates if and when it’s required to stimulate the economy. It seems the financial markets now agree with my long-held prophecy that the next rates move will be downwards; they’re pricing in 100% likelihood that rates will be cut as soon as September.

There’s a fundamental difference between stocks and property, that of control. When you invest in shares, you have no control - you’re buying part of a company that someone else runs. When you invest in property, you have total control – you run the “company” yourself, making all the decisions about what you do to it or spend on it, as well as who lives in it and how much rent they pay.
Personally, I’m excited about the current state of play in the property market. The key to successful investing is to do the opposite of what everyone else is doing. When other buyers are held back by fear, there are more opportunities for those who are not. With rates likely to go down very soon, it’s a great time to buy, and a great time to sell if you’re buying back in.
I look forward to helping you with your property decisions.
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