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Malaysia managing director Allan 
Soo, who specialises in the retail 
malls, expects a 2019 recovery. 

Office market specialist Jones 
Lang Wootton executive director 
Malathi Thevendre declined to 
make any predictions. "It all 
depends ... ," she says. · 

Ng says the current slow housing 
market is actually good over the 
long term, although it is painful in 
the short term. It all depends on 
how we manage "the noise", he 
says. 

There are lots of noises at pres
ent, both on the national and inter
national level. 

"If next year is election year, the 
recovery - if there is one - will be 
after that because between now 
and th~n; there are so many uncer
tainties. 

"There is a lack of clarity at the 
moment,'' says Ng. 

His reading of the property crys
tal ball of a 2017/2018 turnaround 
is by far the most positive and con
trasts with Kenanga Investment 
Bank Bhd equity research head 
Sarah Lim Fern Chieh. . 

Lim expects house prices to be· 
.flattish or slightly weak depending 
on locations "over the next four to 
five years, if there are no major 
policy changes". 

· Her rationale for a longer 
down-cycle is simple,. If your desti
nation is Genting Highlands, but 
you are driving in the opposite 
direction, you will need a longer 
time to. arrive there when you· 
finally realise you are driving in 
the wrol).g direction. 

Although it is .widely accepted 
that the property cycle is between 
eight to 10 years, within this cycle 
are "mini two-year cycles. There 
were two-year upccycle in 1999-
2000 after the Asian Financial 
Crisis, and another in 2003-2004 
and 2007/2007. 

-But after the 2008 Global 
Financial Crisis, Malaysia had an 
ext~nded. five-year up-cycle 
between 2010 and 2014 with prices 
peaking in 2013, and this was 
largely due to quantitative easing 
(QE). . 

She is, therefore, expecting a 
longer consolidation period of 
between four and five years, start
ing from 2015, before the next 
up-cycle, b!!rring any policy chang
es and the global economic eli- · 
mate. 

She is also expecting the proper
ty market to experience structural 
changes due to affordability and 
liquidity factors, among others. 

More realistic pricing 
Notwithstanding the fuzzy hori

zon, there are nevertheless a few -
certainties which may well put the 
sector on a better footing. · 

First, home ownership has 
become a national issue. 

Second, the government, at both 
federal and state levels being land
owners, are stepping up on afforda
ble housing. 

Third, prices are expected to be 
more realistic going forward. 

Rehda president Datuk Seri FD 
Iskandar Mohamed Mansor is seek-

ing government cooperation to 
reduce or waive development 
charges and other charges, collec
tively known as compliance costs, in 
order to bring down prices as this is 
''too challen~g'' for private devel
opers to go it alone, considering 
today's high Lind prices. 

"If the Government wants devel
opers to build more affordable 
housing, give us cheaper premiums 
or dc)IJ.'t charge at all. 

''We will then see more stability 
in prices, or even a reduction, if 
development charges and all sorts 
of other charges imposed on devel
opers come down,'' said FD 
Iskandar at a Rehda first haJJ-year 
review recently. . 

He says property development 
and land matt!;!rs have been the big
gest revenue earner for every state. 
Both federal and state governments 
own large tracts ofland. Although 
FD Iskandar had made this call 
before, he was very passionate and 
firm this time around. Other devel
opers, previously silent, are also 
quite vocal about the varinus land 
and development charges they have 

. to fork out. 
This is probaply the first time 

developers are coming together to 
make a collective public call to seek 
a waiver or reduction of develop
ment and other aspects of compli
ance cost. The effectiveness of that 
call depends on the Governmenfs -
will to act .. 

While developers can clamour for 
such waivers, what is facing the 
market today is weak sales and.this 
in turn is forcing developers to 
tweak pricing arid strategy a bit, 
hence the drop in the number of 
launches as they try push unsold 
stock. · 

Andaman group managing direc
tor Datuk Seri Vincent Tiew says 
developers will be offering "more 
realistic pncing'' from now onwards 
with location being a paramount . 
factor. · · 

There will be more affordable 
housing and this can be seen from 
the. various affordable housing pro
jects being planned by both the fed
eral and state government although 
the end-products are slow in coming. 

This, says Tiew, can be seen in the 
various agencies under the federal 
and state governments, among 
them being PR1MA Corp mandated 
to build 500,000 units of affordable 
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Blackstone 
Group LP led a 
deal to buy New 
York's 
Stuyvesant 
Town-Peter 
Cooper Village, a 
transaction that 
would put 
Manhattan•s 
biggest apart
ment complex in 
the hands of the 
world's largest 
private equity · 
firm and main
tain some 
affordable hous- · 
ing at the prop
erty. 
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housing units by 2018, as outlined 
in Budget 2013. · 

A total of 240,000 houses were 
due by end-2015, with an annual 
mandate for 80,000 between 2013 
and 2015. The number of completed 
units was 883 at the end of 2015, 
says Tiew. By the end of this year, 
10,000 units are scheduled to be 
completed. The numb~r of units 
approved to date are 232,807 
against 1.24 million PR1MA regis
trants as of February 2016. All eyt
will be on the affordable segment in 
the coming Budget 2017. 

Healthy demand 
The demand for housing has 

always been there. The issue is 
affordability, says Kenanga's Sarah 
Lim. 

"Oflate, developers are beginning 
to price units at RM500,000 and 
below,'' she says. 

The current change in direction is 
attributed to societal and govern
n:t>nt oressure. Unsold stock and 
govetr\lllf>nt pr•,ssure forced devel
opers to retook their pricing strategy 
If developers keE!p building RM 1 mil 
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homes, when the threshold is 
RM500,000 and less, they Will be left 
holding unsold stock. In order to 
move stocks, creative marketing/ 
financing strategies are employed to 
move these stocks. 

Lim says if developers were una
ble to meet at least 40% of their 
sales target by mid-year, they would 
be unable to meet this year's targets. 

More than two-thirds missed 
!heir sales targets last year. 

''Prior to this, what was booked 
was considered sold. Now, this is no 
longer true," Lim says. 

Rentmg tne way rorwara 
The other certainty is observed in 

the rental market, which is expected 
to continue to be soft next year. 

There will be ''low occupancy. 
rate" for projects completed last 
year (2015) and this year, with rent
al yield' at less than 3% a year, says 
Andaman group's Tiew. 

It is cheaper to rent than to buy. 
There is so much supply going 
around and the purchasing power 
of the ringgit is shrinking. 

Selangor State Development Corp 
(PKNS) senior manager (corporate 
planning and transformation) Norita 
Mohd Sidek advocates renting. 

She says if there is a 50% loan 
rejection rate for affordable hous
ing, and considering the limited 
supply by private developers, rent
ing may be the on:ly option. 

She suggests building affordable 
housing cities the likes of 
Stuyvesant Town's Peter Copper 
Village, Manhattan New York and 
counters the argument that there is 
no money to be made from afforda-
ble housing. · 

In October 2015, Blackstone led a 
deal that put Manhattan's biggest 
apartment complex in the hands of 
the world's lirrgest private equity 
firm and maintain some affordable 
housing at the property. 

Blackstone and Canada's real 
estate company Ivanhoe Cambridge 
Inc acquired the 80-acre encl,ave for . 
about US$5.3bil. Rent is kept below 
market rates for some 5,000 units;. --· 
Public transport and other ameni~ · 
ties must be part of the develop
ment for it to succeed. · 
"Government grants and resources 
are needed to identify the right loca
tion to built more council homes,'' 
she says in her paper. 

In today's low yield environ.:. 
ment, pension funds around the 
world are looking at other ways to 
generate dividends besides equi- · 
ties and fixed income securities. 
They are buying into infrastruc
tures and large township develop
ments where there are economies 
of scale for mairitenance. 

Malaysia's national housing 
dilemma cannot ,be solved by prof
it-oriented private developers alone. 
The golden property years between 
2010 and 2014 have been intoxicat
ing, having resulted in expectations 
of 20% to 30% rise in sales year-on
year, like the manufacturing sector. 
But the property sector is quite 
unlike manufacturing. The reflec
tion point was seen in 2014 after the 
government introduced certain 
cooling measures and anti-specula
tion sales gimmick. 

Going forward, the emphasis on 
housing priced RM500,000 and 
below means developers have to 
sell more units to make the same 
sales value as previous years. 

"They have to sacrifice some of 
their margins. Higher profit mar
gins can be had from the mid- to 
high-end segments," says Lim. They 
will have to work harder to help 
buyers secure loans. 

This search for some form of cohe
sion in the national housing arena 
has taken a bit of time. Hopefully, 
the coming Budget 2017 will pave 
the way for more positive action. 
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launched. Not a single unit was soid 
in the first six months of this year. 

Rehda president Datuk Seri FD 
Iskandar Mansor says the zero inter

. est was due to people "not wanting 
to be associated with lowceost units". 

There is a need, in this respect, to 
analyse why there is no demand. Is 
it because these units are unappeal
ing? Or is it because even at about 
RM40,000, they remain beyond the 
reach of the targeted group? 

Sunway Group founder and _chair
man Tan Sri Jeffrey Cheah says 
developers must listen to consumers. 

''Why is it that one product sells 
well, and the other does not, 
although they are located side by · 
side? · 

''Whet;her it is affordable housing, 
value for money housing, or loca
tion, it is not that affordable housing 
is not available. It is just not the deal 
potential home-owners want,'' h'e 
says. 

Cheah says the property market 
enjoyed a golden age for several 
years. Prices have soared according 
to demand and supply. Affordability' 
is now an issue and has been for 
some years. 
. However, "providing a roof over 
One's head should not be the on:ly 
consideration. it must be liveable 
and have future potential''. 

''This means developers and local 
authorities must be more astute in 
their planning. There must be access 
to goods and services,'' says Cheah. 

He says trends are changing and 
one of these is .the desire for a more 
environment-friendly neighbour
hood, a desire for more natur-al light
ing and open space. 

The case for more affordable 
Musing is not being felt on:ly in 
Malaysia. In the industrialised 
Western world, not to mention 
among some of our neighbours, 
housing has become a national and 
sensitive concern, although 
Singapore has successfully housed 
more than 80% of its population in 
government housing. 

Despite its very successful national 
housing policy, it continues to 
adhere to a strict macro-prudential 
measures. 

Says Alliance Research: ''We 
believe the existing macro-pruden
tial measirres imposed (in Malaysia) 
are not overly punishing vis-a-vis 
those· in Singapore, and serve to rein 
in e~cessive speculation in the·p~op-
erty.sector." · 

Alliance is of the view that given 
the high household debt at 89% of 
gross domestic product, further eas
ing--in banks' prudent lending prac
tice may not bode well for the long
term health of the sector. 

Credit access for eligible property 
buyers remains intact as evident in 
the 10% growth in outstanding loans 
for residential properties (as at 
end-July 2016) despite the higher 
:rejedio.n rates, Alliance says. 

Getting on the pr~perty 
ladder 

As the Government and develop
ers think of ways to boost the mar
ket- helping young first-time buy
ers is. one of them - an interesting 
issue cropped up recently which is 
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