
Cap on plot ratio likely to impact KL land prices 
BY VASANTHA GANESAN 

La n d p r i ces i n Kuala L u m p u r s e e m 
to h a v e d e c l i n e d f r o m a yea r ago, 
f o l l o w i n g t h e m o v e t o c a p p l o t 
rat ios in accordance w i t h t h e n e w l y 
gazetted Kuala Lumpur City Plan 2020 

(KLCP 2020), p rope r ty expe r t s say. But t h e 
ex t en t of i ts i m p a c t is likely be in f luenced 
by factors s u c h as locat ion and incent ives . 

Generally, l and value is only as good as 
t h e plot rat io it is able to get. 

P l o t r a t i o s d e t e r m i n e t h e d e n s i t y 
of b u i l d i n g s a n d i n d e c i d i n g t h e m , t h e 
local author i t ies will look at ma t t e r s such as 
ex is t ing i n f r a s t r u c t u r e and density, t raff ic 
f low and road access to t h e area. Typically, 
a ta l ler bu i l d ing m e a n s a h i g h e r dens i ty / 
plot ratio. 

W h i l e t h e m a x i m u m plot ra t io va r ies 
f r o m pa rce l to parce l , t h a t of t h e KL c i ty 
cen t re appears to be 10. 

On Feb 11, The Edge Financial Daily report-
ed t h a t p r o j e c t s t h a t h a v e b e e n g r a n t e d 
approval in principle, w i t h a plot ratio tha t is 
h ighe r t h a n tha t pe rmi t ted u n d e r the KLCP 
2020, would have to r e submi t the i r bui ld ing 
proposals to ob ta in f r e sh approvals . 

Savills Malaysia senior director of capital 
m a r k e t Nabeel Hussa in tells The Edge t h a t 
t h e i m p a c t on land pr ices wil l depend on 
t h e indiv idual land parcels a n d t h e ex t en t 
of t h e res t r ic t ions on t h e h ighe r plot rat ios. 

"It is ha rd to de te rmine t h e impac t wi th-
ou t ful ly u n d e r s t a n d i n g t h e n e w plan , b u t 
i n t h e c i ty c en t r e a reas w h e r e plot ra t ios 
are be ing capped below t h e levels awarded 
in recent years, i t follows t h a t land values 
wil l suffer as a result," h e says. 

Nabee l e x p e c t s a d r o p i n t h e average 
price of land in t h e KL ci ty cen t re follow-
ing t h e move. 

"However, ind iv idual si tes w i t h specific 
l o c a t i o n a l a d v a n t a g e s m a y see l i m i t e d 
effects on pr ic ing as o the r incent ives such 
as TOD ( t r a n s i t - o r i e n t e d d e v e l o p m e n t ) 
s t a t u s m a y st i l l e n c o u r a g e deve lopers to 
pay p r e m i u m prices for s u c h sites," h e says. 

Over t h e past four to five years , l and par-
cels w i t h a m a x i m u m allowable plot ra t io 
of just six or seven, such as t ha t in the Ja lan 
Conlay and Ja lan Imbi areas, have managed 
to ob ta in double t h e n u m b e r . 

According to a n indus t ry observer w h o 
decl ined to be quoted, du r ing t h e premier -
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While the maximum plot ratio varies from parcel to 
parcel, that of the KL city centre appears to be 10 

s h i p of T u n Abdul lah A h m a d Badawi and 
p r i o r to t h a t , a n y p lo t r a t i o of above 10 
required approval f r om the Pr ime Minis ter ' s 
Depar tment . "After Abdullah, it is not known 
if t h e process w a s cont inued ," h e says. 

R a h i m & Co I n t e r n a t i o n a l S d n B h d 
d i rec tor of real e s t a t e agency Robert Ang 
is of t h e v i e w t h a t w i t h a m o r e s t r i n g e n t 
p r o c e s s f o r p l o t r a t i o c o n t r o l , p r o p e r t y 
developers wil l be m o r e w a r y a n d d i l igen t 
in t h e i r s i te se lec t ion a n d p u r c h a s i n g ex-
ercises . 

"This m a y lead to some rat ional isat ion of 
land prices in KL in the short term. Neverthe-
less, i t wil l still depend o n the mic romarke t 
d y n a m i c s and location," h e tells The Edge. 

"We won ' t be surpr i sed if l and prices i n 
s t ra tegic p r i m e locat ions will hold as land 
scarci ty r e m a i n s a key factor. 

" W i t h KL l a n d b e i n g t h e c r ĕ m e de la 
c r ĕ m e of Malaysia, l and prices wil l r e m a i n 
h igh , bu t p e r h a p s t h e effect will be smal le r 
p ro f i t m a r g i n s for t h e deve loper s i n t h e 
s h o r t t e r m u n t i l t h e m a r k e t recovers . As 
opposed to caus ing a decl ine in land prices, 
we m a y ins t ead see a s top to t h e specula-
tive push." 

According to a valuer, commerc i a l l and 

pr ices in t h e KL ci ty cen t r e have general -
ly increased by a n average of 30% over t h e 
pas t five years. 

Exas t ra ta Solu t ions Sdn Bhd chief real 
e s t a t e c o n s u l t a n t A d z m a n S h a h M o h d 
Ariff in expec ts t h a t s ince KLCP 2020 only 
af fec ts t h e KL ci ty cen t re , p r i m e spots o n 
i t s f r i n g e s — e s p e c i a l l y a r e a s i n Se lan-
gor w i t h h i g h e r - t h a n - n o r m a l p lo t ra t ios 
— m a y n o w a t t rac t a t t e n t i o n due to t he i r 
l o w e r p r i c e s a n d b e t t e r p r o s p e c t s f o r 
deve lopment . 

On w h a t wil l h a p p e n to those w h o have 
b o u g h t land at h i g h prices, for w h i c h lower 
plot rat ios have been set , Savills Malaysia 's 
Nabeel says m u c h will depend on the ex tent 
of t h e reduc t ion in plot ratio. "Too s teep a 
r educ t ion a n d land will become too expen-
sive to be developed profitably." 

Exastrata 's Adzman says one way to skirt 
a r o u n d t h e issue is to bui ld p r e m i u m prod-
ucts . 

He believes t h a t owners w i t h l and w i t h 
lower plot ra t ios m a y need to look at h igh-
e n d d e v e l o p m e n t c o m p o n e n t s to m a k e 
it w o r t h w h i l e to ca r ry ou t t h e i r p ro jec t s , 
especially if t h e y have bough t the i r parcels 
at h i g h prices. 

Savills Malaysia 's Nabeel disagrees . He 
says selling p r e m i u m products agains t pre-
va i l i ng m a r k e t p r i c i n g a n d forces is n o t 
a lways t h e bes t w a y to recoup land costs. 

"For a m a x i m u m plot rat io of 10, it wil l 
be diff icul t to jus t i fy l and pr ices at above 
RM3,000 psf or t h e r e a b o u t s [in t h e Buki t 
B i n t a n g a n d KLCC areas], I would th ink , " 
h e adds. 

Last April, t h e Social Securi ty Organisa-
t ion (Sosco) bough t 1.87 acres i n Ja lan Kia 
Peng nea r KLCC f r o m Malays ian Resources 
Corp Bhd (MRCB) for RM323 m i l l i o n or 
RM3,973 psf , c o m p a r e d w i t h RM3,188.25 
psf paid by MRCB in April 2015 — a 25% in-
crease in t h e land price in just t h r ee years. 

It is unders tood t h a t g o v e r n m e n t s ta tu-
tory bodies like Socso, the Employees Prov-
ident Fund and K u m p u l a n W a n g Persaraan 
(Diperbadankan) m a y b e exempted f rom the 
ru l ing and be able to ob ta in h i g h e r plot ra-
tios. However, Nabeel w a r n s t ha t by allowing 
th i s m a y risk d is tor t ing t h e m a r k e t . 

He also po in t s out t h a t t he re is unl ike-
ly to be a n y i m m e d i a t e i m p a c t on t h e val-
ue of skyscrapers as t h e allowable plot ra-
t io comes in to play only w h e n a n investor 
decides to acquire a n ex is t ing bui ld ing for 
redevelopment, w h i c h is c o m m o n only after 

40 to 50 years or longer. "This m e a n s t h a t 
m o s t n e w skyscrapers will be spared such 
a fate, at least for a n o t h e r decade or two." 

Lower ratio helps control supply amid 
soft market 
Still, the move to cap the plot ratio is welcome 
as it wil l he lp ease t h e oversupply s i tua t ion 
i n t h e country. 

R a h i m & Co's Ang says previously, t h e r e 
w e r e p ro j ec t s t h a t w e r e approved w i t h a 
h ighe r plot rat io t h a n had b e e n p e r m i t t e d 
u n d e r KLCP 2020, w h i c h r e s u l t e d i n a 
h ighe r n u m b e r of u n i t s eventual ly in jec ted 
in to t h e m a r k e t . 

" F u r t h e r m o r e , t h e d e v e l o p e r s w e r e 
wi l l ing to fork out a p r e m i u m for l and as 
t h e y w e r e e x p e c t i n g a h i g h e r n u m b e r of 
u n i t s and , hence , h ighe r profi ts .This would 
have b e e n fine h a d t h e m a r k e t r e m a i n e d 
ac t ive a n d i n e x p a n s i v e m o d e , b u t w i t h 
t h e pers i s t ing global economic chal lenges 
i m p a c t i n g our shores over recent years, we 
have s e e n a n i n f l u x of u n s o l d u n i t s a n d 
comple ted vacan t uni ts ," h e says. 

"We are in agreement w i t h the step taken 
as t h e KLCP 2020 is designed to, a m o n g oth-
ers, achieve a ba lanced progress ion of t h e 
capi tal city, i nc lud ing t h e wel l -being of i ts 
c o m m u n i t y . 

" W i t h t h e KLCP 2020, i t is h o p e d t h a t 
t h e city will see a more sus ta inable g rowth , 
w h i c h comes not only f rom the physical and 
e n v i r o n m e n t a l a spec t s b u t also f r o m t h e 
social and economic perspect ive — w h i c h 
includes t h e sus ta inabi l i ty and equi tabi l i ty 
of t h e p roper ty m a r k e t . 

"Wi th be t te r adhe rence and compl iance 
w i t h t h e provis ions of t h e KLCP 2020, mar -
ket d y n a m i c s will be more sys temat ic a n d 
m o r e r egu la r i s ed , espec ia l ly o n t h e s u p -
ply side. This is expected to he lp mi t iga t e 
f u t u r e r i sks of u n s o l d p rope r t i e s a n d t h e 
cu r r en t m a r k e t overhang s i tuat ion." 

Exastrata 's Adzman concurs , adding tha t 
current land parcels tha t have been approved 
w i t h h i g h plot rat ios wil l be sough t after. 

Developers w h o have a l ready ob ta ined 
deve lopment orders for the i r projects w i t h 
h i g h e r p lo t r a t ios t h a n p e r m i t t e d u n d e r 
t h e KLCP 2020 can go ahead w i t h the i r de-
ve lopmen t plans . However, t hose w h o have 
o b t a i n e d d e v e l o p m e n t o rde r s w i t h h i g h 
plot ra t ios over a year ago and have yet to 
c o m m e n c e work will have to resubmi t the i r 
bu i l d ing proposa ls to Kuala L u m p u r City 
Hall for a n ex tens ion . 0 
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