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REHDA president Datuk Seri 
Michael Yam says the chal
lenges facing property devel

opers are tremendous. Some of 
these challenges are unavoidable 
and had directly or indirectly con
tributed to the high cost of proper
ties. 

"There is high cost of compliance 
with various policies ~nd regula
tions in the property development 
industry. The scarcity of affordable 
land and the increase in land cost in 
today's uncertain economic climate 
are some of these challenges. 

"Developers have to contend with 
operating within a highly-regulated 
industry; rules and regulations are 
constantly changing," he says. 

Another heavy burden is the 
building of low-cost housing which 
also invariably and indirectly 
adds to the cost of houses for the 
masses. 

He also questions the registration 
and distribution system of low-cost 
housing as it is believed that more 
than half of some low-cost housing 
projects are occupied by foreigners. 
Many of these low-cost housing 
units are also not sold. 

He says the private sector has 
contributed up to one million low
cost units to date. During the Eighth 
Malaysiari Plan (2001-2005),40,000 
units were targeted; the private 
sector exceeded this target when it 

, provided 97,294 units. 
The same thing happened during 

the Ninth Malaysian Plan (2006-
2010) when the private sector 
provided 78,500 units when private 
developers were expected to build 
77,700 units. 

Another challenge is the imposi
tion of cross subsidies in the form of 
quotas and discounts. 

He says the discounts enjoyed by 
bumiputra buyers are borne by the 
non-bumiputra purchasers which 
effectively push up the price of the 
houses. 

Challenges include increasing land c,ostand a highly-regulated industry 

Yam: 'This principle to help bumiputras to own real estate invariably marginalises 
them because they can onJy sell these units to fellow bumiputras at a discounted rate: , " 

Yam says some of these bumipu
tra units are not sold and this rep
resent a cost to developers as they 

, work towards the release ,of these 
units to non-bumiputra buyers. 
"Free us of these policies and regu-

lations. Release us from having to 
meet this bumiputra requirements. 

'This principle to help bumipu
tras to own real estate invariably 
marginalises them because they · 
can only sell these units to fellow-
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bumiputras at a discounted rate," 
says Yam. . , 

. Yam also calls for a"review of 
planning requirements and an 
increase in the plot ratio. 

He says there are increasingly 
more shoe box-sized serviced apart
ments entering the market and this 
trend is du~ to developers having 
to "cut" units smaller in order to 
increase-affordability as the bigger 
the unit, the higher the price of the 
unit. . 

Yam appeals to the Government 
to increase the plot ratio which 
effectively allows developers to · 
build upwards. 

'The problem is, when a devel
oper builds small units, he has to 
meet car park requirements, and 
this again increases the cost of the 
overall unit as each of the small 
units ~II come with a car park. 

"I am glad that the Green -
Building Index is not yet manda
tory, as every time there is an 

increase in specifications, the cost 
goes up," he says. 

In the area of financing, he says 
when a developer applies for bridge 
financing in order to complete a 
project, the longer the developer . 
holds the land, the higher his hold
ing cost. 

"We would like to appeal to the 
Government to speed up approvals." 

As for the home buyers, Yam sug
gests that the Governmenthelp first 
time buyers with innovative financ
ing packages and to free up govern
ment and state land for affordable 
housing. 

For the medium to long-term, he 
calls on the Government to refur
~ish buildings to convert them to 
affordable housing and to review 
Malay reserved land and new 
villag~s for the development of 
affordable housing. He also suggests 
building residential housing near 
and above public transportation 
infrastructures. 

Chang: Yam's action plans can lift burden of the middle-income group 
HOUSING Buyers'Associations sec
retary-general Chang Kim Loong 
has heaped praises on Rehda 
president Datuk Seri fJlichael Yam 
for suggesting various action plans 
during the roundtable discussion 
Housing A[fordability: Issues and 
Challenges. 

He says several of the action 
plans are imiovative and well:' 
thought out and must be studied in 
order to alleviate the burden of the 
middle-income group. 

Chang surveyed the prop-
erty prices of several locations in 
Selangor in 2004, 2009 and 2012 
and concluded that prices in Kota 
Damansara and Puchong have 
crept up over the years to the 
point where these properties have 
become unaffordable for many. 

"Average monthly household 
income in Selangor in 2009 is only 
adequate to buy selected properties 
in Kajang in 2009. In 2012, the aver
age monthly household income in 
Selangor is no longer enough to buy 
selected properties even in Kajang, 
he says (see chart). 

He says the situation is dire for 
singles. "Single people whp wish 
to buy their own properties find it 
difficult due to their limited income. 
Assuming the average household 
income in Selangor is RM6,856 a 
month (based on official statistics in 
2009 and assuming at 15% increase 
to 2012), average single income 
is assumed to be halved, that is; 
RM3,428. 

",single income earners cannot 

Chang: 'In 2012, the average monthly 
household income in Selangor is no 
longer enough to buy selected properties 
even in Kajang: 

afford to buy lower-end condomini
ums in Puchong or Kota Damansara 
and Can only afford lower-end 
condominiums in Kajang in 2012," 
he says. . 

. Chang also highlights the differ
ence between being able to buy a 
property and being able to afford 
the monthly mortgage repayinents. 

"In theory, a monthly household 
income ofRM7,OOO can afford 
a house worth RM500,OOO and 
take a mortgage of RM450,000 at 
,90% margin of financing with a 

. Affordability of selected property prices in selangor 
in 2012 

. . 800000 
800,000 ' ---' -. -.. -. - -' ------' -- - -- - - :------,~ - - - - - ' 

:E 60~ 000 .... .. : ... .. __ .. ____ _ .. ~?~J~Q!L. _____ . __ 
~ , 495326 

Not 

~.'. ' ---I .. e 400,000--
1:1. 

'15 
fl 200,000--
1: 

o 
Maximum property 
value for 90% loan 

Kajang . Kota D'sara Puchong 

Location 
Source: House Buyers Association 

repayment of RM2,307 a mon~h . 
. However, in reality, such a h6use~ 
hold may not be able to afford such . 
a house if one were to look at the 
net income after the various deduc-
tions." . 
. He says buying a house and buy

ing a suitable house are tWo differ
ent things. A suitable house consti
tutes a property where the owner 
does not have to fork out a high 
cost for maintenance, toll charges 
and transportation costs. 

'The issue is not just being able 
to buy a property, but being able 
to maintain that property without 
causing too much hardship on the 
owner," he says. 
. He says property prices have 
risen rapidly in recent years due to 
excessive speculation fueled by easy 
credit. 

'There is a need for a return of the 
real property gains tax (RPGf) and 
not the present system," he says. 

Effective since Jan 1 this year, . , 
the gains from property held for 
less than two years were subjected 
to a 10% tax. For properties held 
between two and five years, a 2% 
Was imposed while those who 
kept it for more than five years are 
exempted from tax. . 

This, says Chang, will not deter 
speculators.: ' 

Under the previous ruling, a 
Malaysian individual who sold his 
property within the first two years 
of purchase was taxed 30% of the 
gains. The rates slid to 20% (third· 
year), 15% (fourth year) and 5% 
(fifth year). He would not be on the 
sixth and subsequent year. 

To beat speculation, Chang sug-

gests making the stamp duty a flat 
rate for the third and subsequent 
property. 

Utilities also pump up house pric
es. He says the Government used 
to provide water and electricity. 

• The privatisation of these services 
turned these agencies into profit
oriented companies. ' 

"These are companies which do 
business without capital outlay but 
developers are now compelled to 
provide land for sub-stations and 
reservoirs." 

He says developers, like any other 
businesses, are profit-oriented and 
when developers have to make 
provisions'for such infrastruc-
ture, previously provided by the 
Government, house buyers will lose 
out because the cost of these outlay 
is passed on to them. 

''These costs are lumbered on to ' 
the price ofthe house," he says. 

Chang says while he understands 
the Government's wish.to help 
bumipiltras own real estate, the 
bumiputra discount should not con
tinue for the third and subsequent 
property. Neither should this dis
count be for the purchase of com
mercial properties. He says buying 
a house is the basic need of every 
household, irrespective of race and 
status. Buying a commercial prop
erty is for investment, not a need 
and having to give discounts for 
commercial properties will result 
in the overall rise in property prices 
as somebody has to bear the cost of 
that discount. 


