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A lack of knowledge about the home loan process among first-time and 
younger purchasers is cited as a key factor driving home loan rejections 

in Malaysia. 

Ho u s i n g ava i lab i l i t y a n d 

o w n e r s h i p c o n c e r n s have 

t a k e n c e n t r e s t a g e in t h e 

n a t i o n a l s p o t l i g h t in r e c e n t years, 

h i t t i n g y o u n g e r h o m e b u y e r s 

hard . 

M i l l enn ia l and subsequent 

groups such as Gen Z are eager 

to move out of the nest and into 

their own homes, but cannot af ford 

to, leading some to dub them 

"Generat ion Rent". 

Government housing 

initiatives such as the national 
IZ 

£ Home Ownership Campaign and 

= programmes under the National 

| Af fordable Housing Council are 

>• br idg ing the gap in terms of home 

availability and pricing. However, 

sett ing aside the question of 

income stagnation - as well as the 

tendency for younger generat ions 

to overspend on smartphones and 

Starbucks lattes! - these initiatives 

don ' t address the financing issues 

prevent ing Generat ion Rent f rom 

purchasing propert ies. 

Painting by the numbers 
The easiest way to understand 

the home loan financing situation 

in Malaysia is to refer to national 

statistics tracking the issue. 

The numbers repor ted by Bank 

Negara Malaysia (BNM) paint a 

rosy picture, wi th 70% of loans 

approved by volume in 2018. 

This is suppor ted by the recent 

PropertyGuru Consumer Sentiment 

Survey whereby 30% of respondents 

found it increasingly dif f icult to get 

home loans. 

However, d igg ing deeper into 

BNM's own data turns up a very 

dif ferent take-away, which is that 

nearly 60% of loans are rejected by 

value. In plain language, this means 

that seven out of 10 Malaysians 

are get t ing their loans approved. 

However, the remaining three out 

of 10 are applying for loans much 

higher than they can afford. 

Why is this important? The 

answer is that the large amount 
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Home Loan Applications and Rejections in 2018 

_ _ , , , . B Successfu l a p p l i c a n t s 
• Res ident ia l loans a p p r o v e d 
• Res ident ia l loans r e j e c t e d 

of re jected loans by value points 

towards signi f icant demand for 

housing tha t remains unful f i l led. 

To put this in perspect ive, 

Malaysians app l ied for RM239.5 

bil in resident ial loans in 2018. Of 

these loans, 70% were approved , 

w i th a to ta l value of RM102.8 bil in 

resident ial loans - meaning tha t the 

remain ing 30% of appl icants had 

t r ied t o bo r row RM136.7 bi l . 

Some of these may have been 

exist ing owners who no longer 

qual i fy for h igh margins of f inancing 

for their next p roper ty purchase. 

Given the value of re jected loans in 

2018, this fits the prof i le of p roper ty 

investors ta rge t ing upscale projects. 

However, lack of know ledge 

about the home loan process is 

a concern among f i rs t - t ime and 

younger purchasers as well . Banks 

o f ten ci te it as a key factor dr iv ing 

home loan reject ions in Malaysia. 

As such, increasing publ ic 

awareness abou t how home loans 

work is a crucial s tep in f ix ing the 

faul t in our home loans in Malaysia 

- namely the huge amount of loans 

re jected by value. 

Finding a way forward 
Fortunately, deve lopments in 

f inancial and p roper ty techno logy -

FinTech and PropTech respect ively 

- have a l lowed domest ic players 

t o in t roduce solut ions tack l ing this 

fundamenta l issue beh ind high loan 

re ject ion rates at its roots. 

The p rob lem is that many 

Malaysians simply d o not know how 

much home loan f inancing they are 

e l ig ib le for. They then apply for loans 

they cannot a f ford and are re jected, 

g iv ing t hem a black mark for fu ture 

appl icat ions. 

This black mark is t racked by 

BNM's Central Cred i t Reference 

In format ion System, which banks can 

check for months after a re jected 

appl icat ion. Dur ing this t ime, other 

loan appl icat ions by the homebuyer 

are less likely t o succeed. 

Recent solut ions, such as 

Proper tyGuru Home Loan Pre-

Approva l , take the guesswork out 

of the home loan process by te l l ing 

homebuyers exactly how much they 

can af ford before they actual ly apply 

for a loan. 

In the case of Home Loan 

Pre-Approval , the solut ion fo l lows 

on the launch of Proper tyGuru 

M o r t g a g e Pre-Qual i f ier (MPQ) 

in 2018. Des igned to est imate 

m o r t g a g e amounts ahead of t ime 

for homebuyers , M P Q has been 

ref ined and c o m p l e m e n t e d w i th an 

ecosystem of suppor t i ve features, 

such as p roper ty match ing and 

partnerships w i th banks for pr ior i ty 

services. 

Other home loan e l ig ib i l i ty 

calculat ing too ls avai lable in the 

market d i f fer in the way they calculate 

home loan el ig ibi l i ty, as wel l as 

how available they are t o everyday 

homebuyers and the suppo r t i ng 

services they offer. However, all of 

t hem tackle the fundamenta l lack of 

know ledge af fect ing the home loan 

process in Malaysia. 

In this way, they help homebuyers 

avoid the chances of unsuccessful loan 

appl icat ions, as wel l as the chances of 

black marks a f fec t ing fu ture loans. 

W i th w idespread uptake of 

these solut ions, it may be possib le 

t o reduce high nat ional rates o f loan 

re ject ion by value. This w o u l d in tu rn 

fur ther the nat ional housing agenda 

and help ensure a home for every 

Malaysian, regardless of age and 

background . ® 
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is Country Manager 
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